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Report of Executive Director
To the Council of the
American Institute of Accountants
Gentlemen : The continued rapid 
growth of the Institute and expansion of 
its activities inevitably leads to an in­
crease in the paid staff. As the payroll 
grows larger it becomes increasingly im­
portant for the council to know what the 
staff does and how it is organized.
This report therefore attempts to cover 
the activities of the first six months of 
the fiscal year in terms of staff functions. 
To a certain extent this will overlap the 
reports of the several committees because 
both staff and committees work on differ­
ent aspects of the same jobs.
In reading the report it should be borne 
in mind there is no intention of suggest­
ing that staff work is the whole story. 
Committees have spent a tremendous 
amount of time and energy on most of 
the activities described in this report. 
Committees assume responsibility for 
policy, programing and supervision of the 
work done. In many cases they partici­
pate in the actual carrying out of the 
work. The staff is purely an executive 
organization. It may make suggestions 
on policy but it has no responsibility or 
authority in that field.
Technical Activities
The research department, under the di­
rection of Carman G. Blough, has or­
ganized two meetings of the committee 
on accounting procedure, and one meeting 
of the committee on auditing procedure, 
A statement by the research department 
on Accounting Problems Arising from 
Devaluation of Foreign Currencies was 
issued in November. One statement on 
auditing procedure, and one case study 
in auditing have been published since the 
last report to council. Two case studies 
in internal control are ready for immedi­
ate publication. A booklet illustrating 
long-form reports is in preparation. Two 
case studies in auditing and five research 
bulletins are in process.
The annual review of corporate reports 
was published in the fall under the title 
of Accounting Techniques. Sales of all 
publications produced by the research de­
partment have aggregated $52,965, less 
direct cost of production and distribution.
The director has addressed eight meet­
ings of accountants, and in addition has 
taken an active part in the work of the 
committees on cooperation with bankers 
and SEC.
The new technical information service 
announced in December is also under the 
supervision of the director of research. 
In the first 60 days of operation this serv­
ice provided answers to 47 letters con­
taining questions submitted by members 
of the Institute. Initiation of this service 
will require at least one, and perhaps 
more additions to the research staff.
The library is an indispensable adjunct 
to the technical activities, as well as the 
principal source of direct service to the 
members of the Institute. Under the di­
rection of Miriam Donnelly, librarian, 
it has continued rapidly to increase the 
scope of its activities, as indicated by 
the following statistics:
1949-50 1948-49
Inquiries answered
first six months 5,852 4,225
Loans of books and
pamphlets 3,979 3,246
The total collection of books and pam­
phlets in the Institute library now num­
bers 40,083.
Federal Taxation
The committee on federal taxation has 
been divided into three subcommittees: 
current legislation, administration, and 
long-range policy. The subcommittee on 
current legislation held a two-day meet­
ing January 30 and 31, to develop recom­
mendations for presentation at Congres­
sional hearings in February. This com­
mittee has been without techncial staff 
assistance for several years. In the mean-
7
8 April 1950 Reports to Council
time, the executive director and the ad­
ministrative secretary have done the best 
they could to assist the committee. With 
the authority of the council, Charles E. 
Sigety, a young man who has been 
trained both in accounting and law, and 
has excellent personal qualifications for 
this work, has been employed in the 
capacity as technical assistant to the com­
mittee to begin work September 1, 1950. 
It is expected that full-time staff assist­
ance will greatly increase the scope and 
volume of the Institute’s work in the 
field of federal taxation.
 
Cooperation with Bankers
A joint meeting of the cooperating 
committees of the Institute and the Robert 
Morris Associates was held January 20, 
1950, resulting in specific plans for co­
operative activity relating to auditing and 
CPA legislation. The bankers are prepar­
ing a pamphlet indicating what informa­
tion they want in financial statements, 
which should encourage their customers 
to arrange for audits of wider scope than 
have sometimes been permitted in the 
past.
A pamphlet describing the scope of an 
audit leading to an unqualified certificate 
is being completed by the research de­
partment of the Institute and will be 
mailed to more than 15,000 banks 
throughout the country in the spring.
An article on Statement No. 23 was 
prepared by the director of research for 
publication in the Robert Morris Asso­
ciates Bulletin.
A pamphlet containing a geographical 
list of practitioners and firms represented 
in the membership of the Institute was 
mailed to more than 15,000 bankers in 
February.
The executive director, research direc­
tor, public relations, and administrative 
departments of the Institute have parti­
cipated in all this work.
Relations with SEC
The executive director and the research 
director have had several informal meet­
ings with members of the Commission and 
Chief Accountant during the current year, 
in addition to meetings arranged by the 
president and the committee on coopera­
tion with SEC.
Unfavorable allusions to certified public 
accountants in earlier representations by 
the SEC, supporting legislation to ex­
tend its reporting requirements to unlisted 
companies of a certain size, have been 
eliminated in the current statements in 
support of the Frear bill, which is de­
signed to accomplish that objective.
Questions related to 11(e) proceedings 
against accountants have been discussed 
in an informal way and are on the agenda 
for later consideration.
Education
The uniform CPA examination in 
November produced more than 27,000 
papers which were graded by a staff 
of 70 examiners under the direction of 
Robert L. Kane, director of education. 
The work was completed several weeks 
earlier than last year and without any 
financial loss to the Institute. Mr. Kane 
and his staff also are responsible for the 
preparation of the examinations under the 
supervision of the board of examiners, 
and with a good deal of outside assist­
ance.
The selection of personnel tests have 
been taken by students in 187 colleges 
so far this year. The tests have also been 
used by 154 firms and industrial organi­
zations. The widening use of the tests 
has reduced the deficit of this project, 
which is underwritten by the Institute, 
to an estimated $5,879 for the current fis­
cal year. This work is conducted by the 
project office in the Educational Records 
Bureau, under the direction of Dr. Arthur 
E. Traxler. Mr. Kane, however, acts as 
staff liaison between the committee on 
selection of personnel and the project 
office.
A new personnel reference service was 
undertaken this winter under the author­
ity of the council, through which col­
lege seniors who have taken the tests 
will be put in touch with members of the 
Institute in all parts of the country who
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are prospective employers. Four hundred 
practitioners and firms have already in­
dicated an interest in employing an es­
timated 800 graduates this spring, and 
up to the present time 1,200 blanks for 
students have been requested by schools. 
This activity will require additional staff, 
which has already been authorized.
Graduate study symposiums are being 
organized in four universities this spring, 
with the cooperation of the Institute, 
through the director of education.
Public Relations
The public relations program, under the 
immediate supervision of Charles E. 
Noyes, director of public relations, has 
been substantially expanded this year. For 
the time being no additions have been 
made to the department’s full-time staff, 
but much of the new work has been done 
by public relations counsel and his or­
ganization. Experience indicates that ad­
ditions to the full-time staff may be eco­
nomical in the near future. Among the 
noteworthy activities for the current 
year are the following:
The production of two radio programs, 
recorded on discs, which have been broad­
cast in about 200 cities under the auspices 
of state societies. The direct cost to the 
Institute was about $2,500.
A new booklet, The CPA Examination 
— Gateway to a Profession, of which 
nearly 50,000 copies have been distrib­
uted without charge, at a cost to the 
Institute of about $6,750.
Several articles containing favorable 
allusions to certified public accountants 
have been published in trade papers, 
farm journals, and newspapers in smaller 
communities with an aggregate circula­
tion of at least 6,000,000, at a cost to the 
Institute of about $1,500.
In cooperation with the master plumb­
ers a series of pamphlets are being pre­
pared for distribution among the mem­
bership of that association pointing out 
the value of accounting services of vari­
ous sorts. The direct cost to the Institute 
will be about $1,200.
A pamphlet on Accounting as a Career 
for distribution among students as part
of the personnel recruiting program has 
been published.
A publicity kit for state society officers 
and public relations committees was dis­
tributed in January.
Enlargement of the publicity program 
has resulted in greatly increased distri­
bution of news items referring to the In­
stitute and certified public accountants 
in the daily press of smaller communities: 
1841 news items have been released dur­
ing the current year, and 740 clippings 
of published items have been received.
The speakers bureau and the other cus­
tomary public relations activities have 
been carried on as usual. A number of 
magazine articles, and other special proj­
ects are in the planning stage.
The department continues its day-to- 
day work of handling public relations as­
pects of all Institute activities.
The State Society Service Department, 
which is integrated with the public re­
lations department but is under the im­
mediate supervision of John Lawler, as­
sistant director of public information, has 
instituted a monthly newsletter for 
officers of state societies and editors of 
state society bulletins, which has been 
very well received. This newsletter af­
fords a means of keeping state societies 
fully informed of all current matters of 
interest without deluging them with 
voluminous written material. The work of 
the department has increased greatly as 
the state societies become more and more 
accustomed to seeking its assistance on a 
great variety of subjects.
State legislation and relations with pub­
lic accountants are matters of major in­
terest to most state societies. Only 11 
legislatures are in session this year, but 
undesirable bills have been introduced in 
Massachusetts, Mississippi, and Georgia, 
in consideration of which the director of 
public relations and the executive direc­
tor have participated, the latter attending 
a strategy meeting in Boston, February 
18th.
The public accountants have been press­
ing to secure admission to practice before 
the Treasury Department without written 
examination, and the executive committee 
has recommended to the Treasury’s Com­
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mittee on Practice not only that the 
present requirements be maintained but 
that in the future CPAs who have se­
cured their certificates without examina­
tion be required to take the same examina­
tion for admission to practice as is now 
required of noncertified accountants. 
Publications
The Journal of Accountancy, for the 
production of which William S. Pap- 
worth, managing editor, assumes prime 
responsibility, has continued to forge 
ahead as the following statistics indicate:
1950 1949
Circulation income
February 28 $116,479 $101,427
Advertising income
February 28 $ 57,335 $ 50,979
Net income for six
months $ 28,597 $ 17,752
During the year 1948-49, the illness of 
the business manager, which was followed 
shortly by a slight recession in business, 
slowed up the circulation rise and the 
renewal rate, as well as the increase in 
advertising volume. Last April, Robert 
Dale was employed as circulation mana­
ger and he has completely reorganized 
the circulation fulfillment procedure, with 
the result that the renewal rate is begin­
ning to rise again. He has also proposed 
a very great intensification of direct mail 
subscription effort and has tested available 
mailing lists to determine which ones have 
the greatest yield. It is now proposed to 
plow back a substantial part of The Jour­
nal’s profit for the current year in an 
effort to increase the circulation of The 
Journal substantially. This is desirable, 
not only from the viewpoint of revenue 
but to increase the effectiveness of The 
Journal as a means of communication be­
tween the accounting profession and the 
business and financial public.
Sheldon Mason, formerly assistant to 
the business manager, has taken over the 
duties of advertising manager. Advertis­
ing shows gradual improvement—in the 
March, 1950, issue for example, advertis­
ing revenue was $11,207 as compared 
with $7,424 in March, 1949. For the 
fiscal year to date page volume is up 3.3
per cent over the previous year, compared 
with a decline of 9 per cent in the index 
of 240 business papers.
Improvements in the editorial content 
of The Journal have been facilitated by 
the employment of an assistant editor, 
Herbert Jaffa.
The effort to increase the prestige, 
circulation, and advertising is being sup­
ported by a publicity campaign based on 
the issuance of numerous releases to the 
daily and trade press, incorporating ma­
terial in the current issue of The Journal. 
Lawrence Aasen has been employed to 
do this work.
The Certified Public Accountant, which 
is the only continuous medium of com­
munication between the Institute head­
quarters organization and the member­
ship, has been the subject of a good deal 
of consideration by the top staff personnel. 
The basic responsibility for preparation 
of the bulletin falls on Robert M. Mears, 
assistant editor, but in recent months the 
heads of all departments have cooperated 
in an effort to make The Certified Public 
Accountant as informative and as read­
able as possible.
The editorial staff acts as a publica­
tions department for the Institute, in ef­
fect. It assumes responsibility for the 
production of the proceedings of the an­
nual meeting and other publications of 
the Institute. Sales of miscellaneous pub­
lications (other than products of the re­
search department already referred to 
above), for the first six months amount 
to $16,390, less direct cost.
Lawyers and Tax Practice
The relations between lawyers and cer­
tified public accountants in the field of 
tax practice is a subject which has as­
sumed the proportions of a major project. 
The executive director has assumed per­
sonal responsibility for staff work related 
to this field of activity. The National Con­
ference of Lawyers and Certified Public 
Accountants was revived at a meeting on 
December 19th, at which he was elected 
secretary of the Conference. As a result 
of the first meeting, a subcommittee was 
appointed to draft a statement of prin­
Report of Executive Director 11
ciples governing relations between the 
two professions in tax practice, and a 
draft of the statement is to be considered 
at an all-day meeting of the full Con­
ference group in Washington, April 13th.
The bill to make the Tax Court a court 
of record has made no progress at the 
current session of Congress. The Institute 
has taken a position that this bill should 
not be acted upon until the Joint Com­
mittee on Internal Revenue Taxation shall 
have considered the whole problem of tax 
settlement.
The Administrative Practitioners Bill, 
as amended, as now supported by the 
Institute, has come before Congress sev­
eral times, but due to the activities of 
other organizations has not been passed, 
and presumably will not be at this session.
A far more extreme measure, the Gil­
lette Bill, which would bar nonlawyers 
from representation of citizens before ad­
ministrative agencies, including the Treas­
ury Department, is being actively sup­
ported by the Federal Bar Association of 
New York, New Jersey, and Connecticut, 
and, although it has made no progress 
in Congress, it may constitute a threat 
unless and until the Administrative Prac­
titioners Bill is passed.
The Conway case in Minnesota re­
sulted in a disappointing decision which 
seemed to go beyond the Bercu decision 
in limiting the activities of nonlawyers in 
the tax field. However, the decision was 
somewhat ambiguous and, since it is ap­
parently not to be appealed, will have 
little weight outside Minnesota. Since a 
certified public accountant was not in­
volved, its applicability to certificate hold­
ers must remain uncertain. The Minne­
sota Society of Certified Public Account­
ants, with the cooperation of the Institute, 
appeared as friend of the court in this 
case.
Practice by American Accountants 
In Foreign Countries
A new committee on foreign affairs has 
concerned itself with what appears to be 
a growing tendency on the part of foreign 
countries to bar American accountants 
from practice within their borders. The 
executive director has assisted this com­
mittee in ascertaining the position of the 
State Department on the problem, and 
in gathering and arranging information 
on practice conditions in various’ coun­
tries.
General Activities
A  great many regular and special ac­
tivities are undertaken by the Institute 
which do not fall within the scope of any 
of the special staff departments. The 
staff work involved in these general ac­
tivities is usually performed by the so- 
called administrative department, of 
which H. T. Winton, administrative 
secretary, is the head.
Examples of such activities follow:
Committee on wages and hours, having 
failed to persuade the Administrator to 
change his proposed regulations increas­
ing the salary delimitation included in the 
professional definition, prepared an in­
terpretation of the new regulations with 
the assistance of legal counsel, and dis­
tributed it to all member firms and prac­
titioners. A case testing the validity of 
the new regulations has been filed in the 
federal court by George S. Olive & Com­
pany of Indianapolis, the senior partner of 
which is a past president of the Institute.
In accordance with the instructions of 
council, a questionnaire was mailed to 
self-employed members of the Institute 
seeking their views as to whether or not 
an effort should be made to exempt self- 
employed CPAs from social security 
benefits, as lawyers and physicians were 
exempted, in the bill before the Senate 
Finance Committee. The result was an 
almost even division of opinion, and the 
executive committee decided that it would 
be inadvisable to take any action in the 
circumstances.
The committee on liability insurance 
sent a communication to all member firms 
and practitioners, notifying them of re­
cent reduction in rates for accountants’ 
liability insurance in certain American 
companies, and describing the advantages 
of participation in this type of insurance 
by a larger number of public account­
ing organizations.
Suits filed by bankers and others alleg­
ing reliance on accountants’ certificates 
to recover losses in certifying financial
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statements bring to light again the fact 
that courts have not set definite limits 
on the liability of independent auditors 
to third parties. An editorial on this sub­
ject is published in The Journal of A c­
countancy for April. This condition is 
closely related to the question of liability 
insurance and perhaps should have the 
official attention of the Institute.
The committee on professional ethics 
has received nine inquiries and 13 com­
plaints during the first six months of the 
year. Routine inquiries are dealt with by 
Mr. Winton under the general supervision 
of the committee.
Preparations for the 1950 annual meet­
ing at Boston are already well under way. 
Mr. Winton has attended two meetings 
of the committee on meetings, and one 
meeting of the committee on technical 
sessions, under whose direction a pro­
gram is being constructed. Arrangements 
for the spring meeting of council were 
completed in March.
The group life insurance plan sponsored 
by the Institute has attracted more partic­
ipants this year. The total number of 
public accounting organizations which 
have subscribed is now 999. The total 
amount of coverage purchased is $34,­
625,000. The total annual premium is 
$486,000. In February, an annual dividend 
of $174,000 was issued by the companies 
concerned, a large proportion of which 
will be refunded by the trustees to the 
subscribers.
Membership
In membership promotion and admis­
sions the admistrative secretary also as­
sumes staff responsibility. Unusual efforts 
have been made this year to enlarge the 
membership so as to maintain within the 
Institute a constant or growing propor­
tion of all the CPAs in the United States. 
The results to date have been as follows:
1949-50 1948-49
Applications received to
February 28 1,009 1,007
New members elected to
February 28 1,062 813
Applications pending
February 28 495 798
A detailed memorandum outlining a year’s 
program for membership promotion was 
prepared by Mr. Winton in the fall and 
approved by the committee on member­
ship and the executive committee. The 
steps outlined in this plan are now being 
carried out and it is expected that the 
committee on membership will be very 
active during the spring months, result­
ing in a sharp increase in the number of 
applications.
The administrative department has pre­
pared statistics on the membership of the 
Institute and related statistical informa­
tion has been obtained from other sources. 
A summary of this data, which in general 
indicates the division of the membership 
geographically and by types of practice 
appears in the March Certified Public 
Accountant.
A questionnaire seeking similar infor­
mation from nonmember CPAs was sent 
to about 20,000 individuals in March.
Relations with the membership, and 
particularly the growing number of in­
dividual practitioners, has been the sub­
ject of earnest consideration. The execu­
tive director has assisted the chairman of 
the advisory committee of individual prac­
titioners in developing a program of ac­
tivity for the year, the first step in which 
was the issuance of a letter to all public 
accounting firms and practitioners repre­
sented in the membership of the Institute, 
outlining what the Institute is now at­
tempting to do for the smaller practi­
tioner, and seeking suggestions as to how 
it could do more.
An important factor in membership re­
lations is the extent to which members 
may participate in the actual work of the 
organization. The new committee on com­
mittees is making a study of duties of all 
committees and the present representation 
of the membership on committees, both 
according to geographical distribution and 
types of practice, this data being de­
veloped by the staff. As a result of this 
study, the committee may be able to 
recommend a procedure which will assist 
the president in selecting larger numbers 
of competent members for committee 
work.
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Genera/ Administration
The general administration of the In­
stitute’s headquarters office is also pri­
marily the responsibility of the adminis­
trative secretary. The full-time staff now 
numbers 87, and several authorized posi­
tions have not yet been filled. A new or­
ganization chart has recently been pre­
pared, which is attached as an exhibit to 
this report.
During the first six months of this year 
20 employees left the organization, and 
24 new ones have been employed.
The former tenants relinquished some­
what more than 10,000 square feet of the 
second floor of the building at 270 Madi­
son Avenue on February 1st, whereupon 
the Institute assumed control of this ad­
ditional office space. The executive com­
mittee has decided that the Institute 
should occupy additional space on the 
second floor of the building at 270 Madi­
son Avenue to accommodate the greatly 
enlarged grading staff and the educational 
director and his staff, so as to make room 
for expansion of other departments on the 
third floor. In recent years part of the 
grading staff has had to be housed in 
outside office space, which increases the 
difficulty of effective supervision. Neces­
sary partitioning and fixtures are now 
being installed to carry out this plan at 
an estimated cost of $14,500. The remain­
ing 5,000 feet of office space has been put 
on the market for sublease, with a view to 
occupancy by May 1st.
In view of the increasing volume of 
administrative detail and responsibility, 
the executive committee authorized the 
employment of an assistant to the secre­
tary. Alan W. Borst was engaged to fill 
this position as of February 20, 1950. 
Finances
Bookkeeping and accounting, budgets, 
financial statements, tax returns, both for 
the Institute and the Publishing Company, 
are the immediate responsibility of Susan 
Ranney, assistant to the treasurer, and 
her staff.
The results for the first six months 
show revenues somewhat larger than es­
timated in the budget and expenses some­
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what smaller. However, commitments 
have been made for additional staff, in­
creased rent, legal fees, and other costs 
to be incurred in conjunction with ex­
panding activities as authorized by the 
council, which will substantially increase 
expenditures during the balance of the 
current year and in the next fiscal year. 
These commitments could not have been 
undertaken without the voluntary contri­
butions made by accounting firms and 
practitioners at the request of the council. 
Total contributions at the end of February 
applicable to the current fiscal year were 
$66,312.
A revised budget for the current year 
will be presented to the council at the 
spring meeting.
In considering the expenditures of the 
Institute on an over-all consolidated 
basis, it perhaps should be pointed out 
that membership dues are only 34.2 per 
cent of the total revenues, the remain­
ing 65.8 per cent being derived from 
sales of publications and other services 
rendered, and income from funds contrib­
uted or saved.
Miss Ranney will retire in May, 1951, 
after 30 years of service in the Institute’s 
accounting department. The extremely 
difficult task of finding a competent suc­
cessor will be an important project in 
the coming fiscal year.
Activities of Executive Director
In addition to special activities already 
mentioned, the executive director has 
kept in touch with all staff activities 
described in this report, and has taken an 
active part in many of them. He has 
continued to prepare editorials for The 
Journal of Accountancy and a monthly 
column in The Certified Public Account­
ant. He has attended 21 committee meet­
ings, has had a large number of personal 
conferences with Institute officials and 
other persons with whom the Institute 
has working relationships, including a 
number of meetings in Washington, D. C., 
and has carried on a voluminous corre­
spondence. Since the annual meeting he 
has spoken at meetings of accountants in 
Los Angeles; San Francisco; Miami; 
Athens, Georgia; Atlanta; Anniston;
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Birmingham; Tuscaloosa; Portland, 
Maine; Newark; New York; Baltimore; 
and Chicago, before audiences aggregat­
ing 3,200.
It would have been utterly impossible 
to accomplish even a fraction of this work 
without the intelligent, efficient, and tire­
less assistance rendered by Elizabeth 
Arliss Nicholson, assistant to the execu­
tive director.
Conclusion
After nearly 25 years of service as a 
member of the Institute’s staff, it is im­
possible to restrain an expression of en­
thusiasm for the present staff organiza­
tion. For the first time in the history of 
the organization it will soon be possible 
to say that every part of the Institute’s 
work is supported by a staff department 
headed by a person who is specially quali­
fied by education, training, or experience 
for the particular tasks involved in that 
area of activity.
The Institute staff organization com­
pares favorably in enthusiasm and in 
competence with that of any comparable 
organization of which I have knowledge.
While the activities described in this 
report indicate the division of primary re­
sponsibilities, it should not be taken to 
suggest that the several members work in 
“watertight” compartments. As a matter 
of fact, the special skills and experience 
of the several staff members are always 
at the disposal of the others, and in all 
important activities the various specialists 
work together as a congenial and har­
monious unit.
Respectfully submitted,
John L. Carey Executive Director
March 24, 1950
Report of Executive Committee
To the Council of the
American Institute of Accountants
Gentlemen: The executive committee 
has had four meetings since its election 
by the council at Los Angeles, Novem­
ber 3, 1949. The first meeting was held 
immediately following the council meet­
ing and was confined to a review of pro­
posed committee appointments and a dis­
cussion of the procedure which the execu­
tive Committee would follow during the 
year. All-day meetings were held at New 
York on December 5th and February 
27th. Copies of the minutes for these 
meetings have been sent to the council. 
The fourth meeting was held at White 
Sulphur Springs, Sunday morning, April 
16th, and the minutes of this meeting will 
be distributed to the council later.
Following is a brief review of the more
important matters which have come be­
fore the executive committee for atten­
tion.
Legislation Affecting Tax Practice
The executive committee approved the 
creation of a “Task Force,” consisting of 
the president and other members of the 
executive committee, and the chairman 
of the committee on federal taxation, to 
keep in close touch with proposed legisla­
tion affecting tax practice.
The Administrative Practitioners Bill, 
which in its amended form has had the 
support of the Institute, was formally 
objected to on the floor of the House on 
two occasions and therefore was automat­
ically removed from the consent calen­
dar. It cannot be acted upon during this 
session unless it is granted a rule from 
the Rules Committee.
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The bill to make the Tax Court a court 
of record was granted a rule by the Rules 
Committee last summer. This would have 
made it possible to bring the bill up for 
consideration at almost any time, but after 
members of the Institute had discussed the 
bill with the majority leader and the 
chairman of the Rules Committee they 
agreed not to call it up. We were in­
formed that the chairman of the Judiciary 
Committee intended to call up the bill on 
a calendar Wednesday in March but, ap­
parently as a result of telephone contacts 
with House leaders, the bill never got to 
the floor.
The executive committee resolved that 
the Institute should not encourage or 
finance an appeal in the Conway case, in 
which a Minnesota court held that a tax 
expert, who was neither a lawyer nor a 
certified public accountant, had engaged 
in the unauthorized practice of law in 
giving tax advice to an individual for 
whom he expected to make out a return.
In view of the possibility that the Con­
way decision might impel noncertified 
accountants to seek certificates by waiver, 
in order to gain admission to practice be­
fore the Treasury Department, the execu­
tive committee resolved to recommend to 
the Treasury Committee on Practice that 
its rules be changed so that certified pub­
lic accountants who have received their 
certificates by waiver of examination will 
in the future have to take the same exam­
ination for admission to practice before 
the Treasury as is now required of non­
certified accountants.
After considering the question raised 
by a state society as to whether local re­
lations with public accountants would be 
improved if the Institute would use its 
influence to make it easier for noncerti­
fied accountants to be admitted to prac­
tice before the Treasury Department, the 
executive committee resolved that no at­
tempt should be made by the Institute to 
lower the standards for admission to 
practice before the Treasury Department.
The executive committee received a 
report of a statement of principles 
adopted by the National Conference of 
Lawyers and Certified Public Account­
ants at a meeting April 12 and 13. After 
discussion, the executive, committee ap­
proved the submission of the statement 
of principles for the consideration of 
council at its meeting April 18.
Social Security Coverage
In accordance with action taken by the 
council, the executive committee ap­
proved the circulation of a letter to prac­
titioners and firms represented in the In­
stitute, seeking their views on the ques­
tion whether self-employed certified pub­
lic accountants should be excluded from 
old-age benefits of the Social Security 
Bill. The results indicated so nearly equal 
a division of opinion, the executive com­
mittee resolved to take no action looking 
to amendment of the bill pending before 
the Senate Committee. The president of 
the Institute, however, filed a letter, 
which has been incorporated in the rec­
ord of hearings before the Senate Com­
mittee, stating the assumption that failure 
to be excluded from the old-age benefits 
would not be considered as adversely 
affecting the professional status of self- 
employed practitioners of any profession. 
An effort is being made to have a state­
ment to this effect included in the Senate 
Finance Committee report on this bill.
Wages and Hours
The committee authorized the com­
mittee on wages and hours to release a 
communication to the practitioners and 
firms represented in the membership, ex­
plaining the effect of the new regulations 
which were put into force in January. 
Under authority of the council, the serv­
ices of the Institute’s attorneys were 
offered, with the understanding that they 
would be at the Institute’s expense, to a 
firm of certified public accountants which 
wished to test the validity of the new 
regulations by court action. A suit has 
been filed but not yet tried.
Supplementary Financing
At April 1, 1950, 2,394 public account­
ing practitioners and firms represented in
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the Institute had pledged or contributed a 
total of $67,907 applicable to the current 
fiscal year, and $45,885 applicable to 
1950—51, for expansion of the Institute’s 
activities. The number of contributors 
exceeds 50 per cent of all the public ac­
counting organizations represented in the 
Institute. The contributors include almost 
all the larger and medium-sized firms. 
The noncontributors are for the most part 
individual practitioners or small partner­
ships. It is conservatively estimated, 
therefore, that the Institute has received 
75 or 80 per cent of the total possible 
amount of contributions, based on the 
suggested scale of $3 for each accountant 
in each organization.
The contributions received this year 
have been used to very good effect, both 
to meet some extraordinary expenses and 
to expand the services of the Institute. 
Meanwhile, there have been substantial 
accessions to the membership and in­
crease in sales of publications, and it now 
appears that income in the coming fiscal 
year from regular sources may be suffi­
cient to cover the cost of even the ex­
panded program. Therefore, it is sug­
gested that the executive committee be 
authorized to waive pledges for voluntary 
contributions for the fiscal year 1950-51 
if toward the end of this fiscal year it 
appears that they will not be required.
The executive committee authorized 
the president to appoint a subcommittee 
to review the types of membership and 
the dues structure of the Institute to de­
termine whether any changes in the fu­
ture might be desirable.
Proposed Enlargement of Council
The executive committee reaffirms its 
approval of the proposal made by the 
nominating committee last fall that the 
elected membership of the council be en­
larged from 48 to 72. Council deferred 
action on the proposal until the April, 
1950, meeting. Meanwhile, the executive 
committee has submitted a written re­
statement and explanation of the proposal 
for consideration of council members 
prior to this meeting. It is recommended
that action be taken at this meeting in 
order that the necessary amendments to 
the by-laws may be prepared for submis­
sion to the annual meeting at Boston.
Relations with State Societies and 
Organization of the Profession
A subcommittee of the executive com­
mittee has studied suggestions related to 
modifications of the organization of the 
accounting profession, designed to im­
prove coordination of national and local 
activities. The subcommittee reported to 
the full executive committee, and it was 
resolved that the subcommittee make a 
special report to the council at the April 
meeting, outlining various aspects of the 
subject, and seeking advice and sugges­
tions from members of the council on 
which future recommendations might be 
based.
Advisory Committee of Individual 
Practitioners
The executive committee approved a 
recommendation of the advisory commit­
tee of individual practitioners that a 
communication be sent to all firms and 
practitioners represented in the member­
ship soon after March 15th, explaining 
the present services the Institute renders 
and requesting suggestions as to how 
such services might be expanded or im­
proved particularly for the benefit of 
local practitioners.
Proposed Manual for Public 
Accounting Practitioners
A  subcommittee of the executive com­
mittee has studied a proposal that the In­
stitute prepare a manual for public ac­
counting practitioners, including authori­
tative information on all phases and con­
duct of a public accounting practice.
After considering an outline of such a 
manual presented by the subcommittee, 
the executive committee resolved that a 
committee of the Institute of five or seven 
members be appointed to make a study of 
the probable demand for such a manual,
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the probable cost of production, and a 
detailed prospectus of the contents, a re­
port on these matters to be submitted to 
the executive committee before further 
action is taken.
Future Meeting Places
Arrangements have been made for the 
1951 annual meeting at the Statler Hotel, 
Washington, D. C. The executive com­
mittee has explored the possibility of 
holding the 1952 annual meeting at sev­
eral different cities. Invitations have been 
received from Houston, Texas, and 
Cleveland, Ohio. The executive commit­
tee recommends that Houston be ap­
proved as the 1952 meeting place.
Arrangements have been made for the 
spring council meeting May 7, 8, 9, 10, 
and 11, 1951, at the Broadmoor Hotel in 
Colorado Springs, Colorado. The execu­
tive committee recommends that the 1952 
meeting be held again at The Greenbrier, 
White Sulphur Springs, and that if ar­
rangements can be made, the spring meet­
ing of 1953 be held at the Arizona Bilt­
more, Phoenix, Arizona. If council ap­
proves these proposals, an effort will be 
made to make the necessary arrange­
ments.
Technical Information Service
The new technical information service 
created to answer technical questions of 
members of the Institute was inaugurated 
in January and announced in the January 
Certified Public Accountant. In the first 
two and one-half months of the existence 
of this new service 63 questions sub­
mitted by members have been answered.
Trial Board
Resignations as members of the trial 
board have been received from Lincoln 
G. Kelly and John H. Zebley, Jr., upon 
their election as members of the commit­
tee on professional ethics by the council.
The executive committee recommends 
that the council elect the following mem­
bers of the trial board:
For term of three years:
William M. Black, New York 
Percival F. Brundage, New York 
Clem W. Collins, Colorado 
Marquis G. Eaton, Texas 
James W. Hickey, Connecticut 
Edward J. McDevitt, Massachusetts 
Edward B. Wilcox, Illinois
For term of one year (to fill a va­
cancy) :
Samuel W. Eskew, Kentucky
As a result of some criticism of the 
procedure of the committee on profes­
sional ethics and the trial board, the ex­
ecutive committee created a subcommittee 
to study this matter and report back at a 
later meeting.
After discussion, the executive com­
mittee resolved that the committee on 
by-laws be requested to prepare an 
amendment to the by-laws, subject to 
approval of the council, which would 
provide for publication of findings of the 
trial board in The Certified Public Ac­
countant rather than The Journal of 
Accountancy. It was the belief of the 
executive committee that published re­
ports of disciplinary proceedings against 
members of the Institute should be pub­
lished only in the periodical whose circu­
lation is confined to the membership. 
Subscribers to The Journal of Account­
ancy now include approximately 35,000 
nonmembers, and it seems unnecessary 
and undesirable to circulate trial board 
findings among this group.
Business Income Study Group
The Business Income Study Group, 
created under the authority of the Insti­
tute in 1947, was to be financed by equal 
grants from the Rockefeller Foundation 
and the American Institute of Account­
ants. The Rockefeller Foundation ap­
propriated $30,000, to be expended at 
the rate of $10,000 a year over a three- 
year period. Council of the American In­
stitute of Accountants authorized a grant 
under similar terms. A good many 
months elapsed, however, before the 
Business Income Study Group could be
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organized and begin its work. To date it 
has expended only $30,056 of the total 
amount of $60,000 which might have been 
expended. A request has been made of 
the Rockefeller Foundation to extend, the 
period within which its grant may be 
utilized to July 1, 1951. The executive 
committee recommends that the council 
take action to extend the period in which 
the Institute’s grant may be utilized to 
the same date.
Audits of Local Housing Authorities
The executive committee explored 
with federal officials the possibility of the 
Federal Housing Authority’s accepting 
reports of audits of local housing authori­
ties by certified public accountants in lieu 
of audits by its own examining staff. A 
committee of the Institute has been ap­
pointed to explore with a committee of 
the Federal Housing Authority the possi­
bility of recommending to the Adminis­
trator of the Housing Authority the audit­
ing of local authorities by independent 
public accountants.
Junior Achievement
The executive committee resolved that 
$250 be contributed to Junior Achieve­
ment Incorporated as a scholarship for a 
selected high school graduate who had 
been an officer of a junior achievement 
company who wished to study accounting 
in college.
Headquarters Space
After consideration of the expanding 
activities of the Institute, the executive 
committee resolved that the Institute 
should take over 3,000 additional square 
feet on the second floor of the building, 
270 Madison Avenue, to accommodate 
the full staff of graders who mark the 
uniform CPA examination papers during 
about five months of the year. Up to now 
a part of this staff of graders has had to 
be housed outside the Institute, which in­
creases the difficulty of supervision and 
coordination. It is believed that the addi­
tional expenditure for rent will be more
than offset by a saving in man hours. The 
remaining 5,000 feet on the second floor 
of the building has been sublet under 
five-year leases at a rental which will 
produce an average rental of $3.80 per 
square foot. The annual rental for the 
21,000 feet occupied by the Institute on 
two floors will be $61,000 or $2.90 per 
square foot.
Membership
A t March 31, 1950, the membership of 
the Institute was 14,984. A total of 1,221 
new members have been admitted in the 
first seven months of the current fiscal 
year; 91 members have been lost by res­
ignation; 61 by nonpayment of dues; 54 
by death.
The members who have resigned or 
have been dropped for nonpayment of 
dues constitute 1.03 per cent of the mem­
bership at January 31,  1950. Last year 
the aggregate losses from these sources 
were 1.5 per cent, and the year before 
1.3 per cent.
Of the members who resigned or were 
dropped for nonpayment of dues, 71 per 
cent were not engaged in public account­
ing practice, 11 per cent were staff ac­
countants employed by public accounting 
practitioners or firms, and 13 per cent 
were individual practitioners, and 5 per 
cent were partners of public accounting 
firms.
Deaths of the following members have 
been reported:
Philip H . Anderseck Franklin C. Ellis 
Alexander S. Banks W. Harold Evans 
George R. Beeler Richard Foddy 
Joseph Berger William W . Furnell 
Alexander J. Boka Noah N. Gallop 
George V. Carroll Harry M. Gutstein 
Willis L. Chaffee John Henry Haire 
Frederick H. Chant Frank L. Hammond 
George E. Comery Alfred C. Hayles
R. D. Comfort 
O. C. Coumont 
Francis G. Cox
Jerome Herbst 
George E. Hirst 
Frank A. Johnson
James C. Crummey Richard W. Kessell 
Mark Daniels, Jr. Tom C. King
Samuel Deutsch 
Andrew S. Doyle
Martin Kortjohn 
Maurice S. Kuhns
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R. Louis Lazo Warren W. Nissley 
Walker E. Linvill W. T. Richardson 
Dorwin C. Love Rudolph J. Rom 
Meredith B. Lovelace James A. St. Amour 
John C. MacAlpine Norman S. Savee 
Vernon J. Mapes Henry P. Schuit 
Myron M. Strain 
Charles G. Touse 
Arthur S. Vaughan 
Earl A. Waldo
Cyril B. Maslin 
Charles E. Morris 
J. H. Nance 
Carl H. Nau
Alexander B. Neill Lee Heyer White
The executive committee recommends 
that the council adopt the following reso­
lutions :
Resolved, That the council of the 
American Institute of Accountants has 
learned with the deepest sorrow of the 
untimely death of Warren W. Nissley, 
treasurer of the Institute, and in that 
capacity a member of the council.
Mr. Nissley had served his profession 
to good effect for more than 25 years. 
His activities in the American Institute 
of Accountants and the New York State 
Society of Certified Public Accountants 
are too numerous to mention, but several 
contributions of outstanding importance 
will remain as a monument to his 
memory.
He conceived and supervised the 
operation of the Institute’s bureau for 
placements established in 1926 as the first 
organized effort to attract college gradu­
ates in the practice of public accounting.
He conceived and brought into being 
the personnel selection testing program 
sponsored by the Institute, now adopted 
by more than 150 colleges throughout the 
United States. He inspired the personnel 
reference service which is now being es­
tablished by the Institute.
He was a prime mover in the effort 
which resulted in enlargement of the In­
stitute’s committee on accounting proce­
dure and the establishment of a paid re­
search department in 1938. He served 
with distinction for ten years as a mem­
ber of the committee on accounting pro­
cedure.
He was a man of tremendous energy, 
decisive thought and direct speech, with 
an unusual capacity for leadership and
achievement. His death is a great loss to 
the accounting profession as a whole. 
The council, therefore, extends its deep 
sympathy to his family and professional 
associates.
Resolved, That the council has learned 
with deep sorrow of the untimely death 
of Earl A. Waldo, Minneapolis, Minne­
sota, a former vice president of the 
American Institute of Accountants, a 
former member of the executive commit­
tee, for ten years a member of the council, 
and recently chairman of the committee 
on professional ethics.
Mr. Waldo’s tireless efforts to raise 
the standards and improve the organiza­
tion of his profession leave every certi­
fied public accountant in his debt.
His personal kindliness, warmth and 
friendly manner endeared him to all his 
professional associates who knew him.
Resolved, That this resolution be in­
scribed in the official minutes of the coun­
cil, and that copies be sent to Mr. 
Waldo’s family and professional associ­
ates.
*
Resolved, The council of the American 
Institute of Accountants has learned with 
great regret of the death of Carl H. Nau 
of Cleveland, Ohio, past president of the 
American Institute of Accountants. Mr. 
Nau made great contributions to the de­
velopment of the accounting profession in 
the United States, particularly in the 
formulation of rules of professional con­
duct, and in strengthening the organiza­
tion of the American Institute of Ac­
countants. In his personal and profes­
sional life he provided an example of de­
votion to high standards which was an 
inspiration to the younger men who fol­
lowed him.
Be It Further Resolved, That a copy of 
this resolution be inscribed in the official 
records of the council, and that copies be 
forwarded to Mr. Nau’s family and pro­
fessional associates.
The executive committee has excused 
six members of advanced age from fur­
ther payment of dues under provisions of
Report of Executive Committee 21
Article III, Section 2 of the by-laws. The 
executive committee advanced the dues 
for the current year for 210 members who 
needed temporary financial assistance. Of 
the aggregate amount of dues advanced, 
$1,190 has already been recovered. Nine 
members who had resigned or been 
dropped for nonpayment of dues have 
been reinstated.
Election of Treasurer
The executive committee recommends 
that the council elect Charles H. Towns 
as treasurer of the Institute for the bal­
ance of the current fiscal year to fill the 
vacancy created by the death of Warren 
W. Nissley.
Incorporated Society's Course 
At Oxford
Members of council are invited to at­
tend the refresher course at Oxford Uni­
versity, England, under the auspices of 
the Incorporated Society of Accountants 
and Auditors as guests of the Society. 
Council members who may be in England 
between September 14 and 19, 1950, are 
requested to advise the executive director.
Securities
The executive committee approved the 
following purchases and sales of securi­
ties for the several funds of the Institute 
and subsidiary corporation:
American Institute of Accountants General Fund 
Purchases:
$50,000 United States of America 1 ⅛ % Treasury Certificates of Indebted­
ness Series G. due September 15, 1950 @ 100.074503 net $50,037.25
American Institute of Accountants Contingency Fund 
Purchases:
$15,000 American Telephone and Telegraph Company debentures 2¾ %,
due 1971 @ 100.797 net 15,119.55
$14,500 United States 2¼ % Treasury bonds, dated June 1, 1945, due
June 15, 1962/59 @ 10221/32 14,911.72
$30,031.27
Sales:
$5,000 Chicago, Rock Island and Pacific Railroad Company, 1st Mortgage
4%, called January 1, 1950 @ 104½  $ 5,225.00
American Institute of Accountants Endowment Fund 
Purchases:
$1,000 United States 2¼ % Treasury bonds, dated June 1, 1945, due June
15, 1962/59 @ 10221/ 32 net $ 1,026.57
American Institute Benevolent Fund, Inc.
Purchases:
$5,000 United States 27 ¼% Treasury bonds, dated June 1, 1945, due June
15, 1962/59 @ 10311/ 32 net $ 5,167.19
$5,000 American Telephone and Telegraph Company debentures 2¾ %,
due 1971 @ 100.797 net $ 5,039.70
$10,206.89  
Sales:
$5,000 Chicago, Rock Island and Pacific Railroad Company, 1st Mortgage
4%, called January 1, 1950 @ 104½  $ 5,225.00
Respectfully submitted,
J. Harold Stewart, President
John L. Carey, Executive Director 
April 16, 1950
Committee on Meetings
To the Council of the
American Institute of Accountants
Gentlemen : This committee’s func­
tion is to handle the arrangements, other 
than those for the general and technical 
sessions, for the 1950 annual meeting to 
be held in Boston during the first week 
in October. The committee consists of 16 
members resident in Massachusetts. Two 
full committee meetings have been held 
to date. Various subcommittees have been 
appointed and their duties and responsi­
bilities have been fairly well defined. 
Most of these subcommittees are already 
functioning actively.
Plans for the meeting are still in the 
formative stage, but reasonably good 
progress is believed to have been made 
with respect to program, housing, enter­
tainment, and other phases of the meeting 
which require early consideration and 
planning. A ladies subcommittee has been 
appointed, has held one meeting, and has 
submitted preliminary plans for the 
ladies’ activities.
Meeting headquarters will be at the 
Hotel Statler. The facilities of the 
hotel appear to be excellent for our pur­
poses in most respects. The ballroom and 
adjacent foyer have banquet accommoda­
tions for approximately 1,400 people. 
There are sufficient additional public 
rooms available to handle meetings of the 
council and other Institute committees as 
well as simultaneous group technical ses­
sions which are planned by the committee 
on technical sessions for certain periods 
of the meeting. The hotel management is 
experienced in the matter of handling 
conventions and has given every indica­
tion of its desire to cooperate fully with 
our committee.
Preliminary estimates of over-all at­
tendance range from 1,500 to 2,000, in­
cluding perhaps 300 to 400 local registra­
tions of persons for whom housing ac­
commodations will not have to be sup­
plied. These estimates compare with 
over-all registrations of approximately
1,600 at Los Angeles in 1949, and 1,200 
at Chicago in 1948. The relative prox­
imity of Boston to the New York City 
and other large eastern metropolitan 
areas may justify the anticipation of at­
tendance approaching 2,000.
Aside from the general and technical 
sessions, the tentative program at this 
stage includes a luncheon for members 
and guests on Monday, with a nationally 
prominent speaker, a reception on Mon­
day evening, a banquet on Wednesday 
evening, and a “pops concert” on Tues­
day evening by the well-known Boston 
Pops Orchestra under the direction of 
Arthur Fiedler. The orchestra has al­
ready been engaged for this concert. It 
is the present intention that Thursday 
will be devoted to golf and to other op­
tional sightseeing and recreational activi­
ties for those who find it possible to re­
main in Boston following the conclusion 
of official activities on Wednesday. If 
sufficient advance interest is apparent, ar­
rangements may be made for a shore 
luncheon or dinner on Thursday at a 
nearby seaside resort.
A preliminary budget has been pre­
pared on the basis of proposed all-inclu­
sive registration fees of $25 for members 
and $32 for ladies. These amounts com­
pare with $25 and $30, respectively, 
charged last year at Los Angeles. The 
fees would not cover the optional activi­
ties on Thursday.
The Hotel Statler has set aside 500 
rooms for the housing of those attending 
the meeting. An additional 300 rooms 
have been arranged for at other hotels 
within a reasonable distance, and assur­
ances have been received that further ac­
commodations can be made available.
The proposed luncheon for all on the 
opening day of the meeting, as well as 
the possible large over-all attendance, 
presents the committee with a more than 
usually acute problem of trying to gauge 
in advance the numbers to be provided 
for. Advance registration by mail, with
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required accompanying registration fees, 
may be part of the answer to this prob­
lem, and consideration is being given to 
the advantages and disadvantages of this 
addition to recently followed registration 
procedures. Advance registration would 
also appear to furnish a basis beyond 
reasonable criticism for assigning tickets 
to any function for which the demand for 
places may exceed the supply. All mem­
bers would be given the same opportunity 
of registering by mail in advance and 
accommodations for any oversubscribed 
function could be awarded in the order 
in which registrations were received. Ad­
vance registration, if adopted, would sup­
plement and not replace registration on 
arrival.
The committee is determined to make 
this meeting an eminently successful one 
from all standpoints and, incidentally, to 
prove again, if necessary, that the New 
England reputation for hospitality is well 
founded. We humbly appreciate the al­
most insurmountable difficulty of satis­
fying all viewpoints on the purposes and 
objectives of an annual meeting—of rec­
onciling, for example, the desires of 
those who, with good reason, visualize the 
meeting primarily as an opportunity to 
refresh and invigorate their technical 
knowledge and skills, with the point of 
view of those who, with equally good rea­
son, prefer that the emphasis be placed 
on the renewal of social contacts within 
the profession or on the publicizing of
the profession in the minds of the general 
public. We hope that it will be possible 
to strike a happy balance of universal 
appeal. A great many suggestions have 
been received from the membership, all 
of which have been, or will be, given 
serious consideration.
The committee is extremely grateful 
for the experienced counsel and assist­
ance already received from Mr. Winton 
and other members of the headquarters 
staff, and for invaluable information and 
help in the form of suggestions, reports, 
and statistical data voluntarily assembled 
and contributed by last year’s committee, 
beyond the call of duty, for the express 
purpose of easing our task.
Respectfully submitted,
Richard S. Chamberlain, Chairman
T homas V. Barb
Clinton W. Bennett
David B. Galloway
James D. Glunts
H arvard L. Mann
Edward J. McDevitt
H arold A. Mock
Donald P. Perry
E. Ober Pride
Charles F. Rittenhouse
Richard D. Seamans
H arold S. Treworgy
Norman H. S. Vincent
H arold Wald
Alvin T. W ilkinson 
April 7, 1950
Committee on By-Laws
To the Council of the
American I nstitute of Accountants
Gentlemen : Most of the recommenda­
tions for changes in the Institute’s by­
laws that are presented in this report 
were recommended by the committee on 
by-laws in its report to council last fall. 
Subject to approval of council and after 
review by counsel, it is proposed to submit 
the following amendments to the member­
ship with the call to the annual meeting:
1. Second sentence of Article I to be 
amended to read as follows:
“Its object shall be to unite the account­
ancy profession of the United States as con­
stituted by the certified public accountants 
of the several states, territories, possessions, 
and the District of Columbia; to promote 
and maintain high professional and moral 
standards within the accountancy profes­
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sion; to assist in the maintenance of high 
standards for the certified public accountant 
certificate in the several states, territories, 
possessions, and the District of Columbia; 
to develop and maintain standards for the 
examination of candidates for admission; to 
safeguard the interests of certified public 
accountants; to advance accounting research; 
to develop and improve accountancy educa­
tion; to facilitate the free passage of certi­
fied public accountants across the boundary 
lines of the various political subdivisions of 
the United States of America in the conduct 
of their regular professional practice; and 
to encourage cordial relations among certi­
fied public accountants practicing in the 
United States of America and accountants 
of similar status in the other countries of 
the world.”
2. The name of our organization to 
be changed from “The American Insti­
tute of Accountants” to “American Insti­
tute of Accountants.” (Proposer pointed 
out that the latter name is in general use 
on publications, stationery, etc., although 
the certificate of incorporation indicates 
that the legal name is “The American 
Institute of Accountants.”)
3. Second sentence of Article VIII, 
Section 1, to be amended to make it man­
datory that the president call a meeting 
of council on the written request of ten 
members of council (instead of five mem­
bers as presently required).
4. The appropriate articles of the by­
laws to be amended to designate the offi­
cial title of the executive officer, who acts 
as head of the staff, as “executive direc­
tor.” At the present time Article VII 
Section 3 of the by-laws provides that 
the council shall elect a secretary, but 
the council, by resolution, has conferred 
upon the secretary the title of “executive 
director,” by which he has become known 
to the profession and the public. How­
ever, his legal title is still that of secre­
tary and certain documents and checks 
must be signed in this manner. To re­
lieve the “executive director” of certain 
administrative responsibilities a member 
of the staff has been designated as “ad­
ministrative secretary.” This is an awk­
ward title and one which is easily con­
fused with secretary.
It has been proposed, therefore, that 
“executive director” be made the official 
and legal title of the principal staff offi­
cer, which would permit another to be 
appointed as secretary, thus eliminating 
some confusion and inconvenience.
5. It is proposed that the last four 
words of Article VI, Section 3, be 
changed from The Journal of Account­
ancy to The Certified Public Accountant. 
The Journal was the only medium of 
communication to the membership when 
the by-laws were originally adopted. It 
now has a circulation more than 35,000 
larger than the Institute membership, and 
it does not seem wise to give such wide 
publicity to findings of the trial board.
6. Article X III, Section 10, provides 
that 20 members of council should con­
stitute a quorum of the council. In view 
of the greatly increased size of the coun­
cil, it appears desirable that the number 
required for a quorum be raised. The 
committee on by-laws seeks the recom­
mendation of council as to what the num­
ber should be if the by-law is to be 
amended.
Respectfully submitted,
Clem W. Collins, Chairman 
H arold J. Beairsto 
Homer L. Dalton 
Alfred N. H ilton 
Kenneth B. W hite
April 6, 1950
Committee on Membership
To the Council of the
American Institute of Accountants
Gentlemen: The keynote of the pro­
gram of the committee on membership 
for the current year has been the increase 
of our effectiveness as the national or­
ganization of certified public accountants 
by building up to a more truly representa­
tive figure, our membership proportion of 
the total number of certified public ac­
countants of the country. We now com­
prise about 40 per cent of that total. In 
order to speak effectively, and to be ac­
cepted as the spokesmen for the profes­
sion, it is felt that this percentage should 
be substantially increased by enrolling all 
certified public accountants who can meet 
our admission standards. At no time have 
we had any thought of conducting a 
membership campaign in the ordinary 
sense of the term. Our objective has been 
to see that an invitation to file a member­
ship application is extended, with dignity 
and discrimination to every eligible certi­
fied public accountant.
It is felt that the extension of personal 
invitations is the most effective approach. 
At the same time, it is recognized that in 
some of the more populous centers, it is 
physically impossible for a small commit­
tee to cover the field. A plan developed in 
New York may be extended to other such 
states. A letter was sent out to all non­
member certified public accountants, over 
the signature of a group of prominent 
New York certified public accountants, 
all of whom were past presidents of the 
state society. An effort is also being made 
to interest some of the state societies in 
the idea of making American Institute of 
Accountants enlistment a special project 
this year.
The Certified Public Accountant in 
several good articles has done much to 
keep our membership program before 
our own members. Some of the state 
societies have printed lists of new Insti­
tute members in their bulletins and their 
courtesy has been gratefully acknowl­
edged in letters to the editors and state 
society presidents. Letters of congratula­
tion have been sent out to new CPA 
certificate holders. Efforts have been 
made to obtain the names of new state 
society members and these have been 
mailed to the appropriate committee 
member for follow-up. The letter and 
questionnaire to accounting firms re­
questing their cooperation in enrolling 
nonmember certified public accountants 
on their staffs met with considerable suc­
cess last year and has been repeated this 
year. With the approval of the executive 
committee, a letter and questionnaire 
were mailed by the executive director to 
all nonmember certified public account­
ants in the United States. Several of the 
questions pertained directly to member­
ship promotion. Over 700 applications 
have been sent out in response to requests 
made in the questionnaire replies. The 
local committee members are being noti­
fied of every request for an application 
which results from this letter. Committee 
members have been encouraged to ar­
range short talks at state society meet­
ings, particularly at dinners in honor of 
new certificate holders.
Membership statistics to March 31, 
1950, are as follows:
1950 1949
Applications received 
since September 1st 1,206 1,155
Members admitted since 
September 1st 1,199 1,046
Membership 14,984 13,101
It is recognized that a considerable 
part of this represents the backlog of re­
sults attained by our predecessor, com­
mittee. It is hoped that the efforts of the 
current committee will produce equally 
good results in succeeding periods.
The help of the executive director and 
administrative secretary is gratefully 
acknowledged. Because of their initiative, 
the excellent staff work at headquarters, 
and the splendid work of the 178 mem­
bers of the committee, your chairman’s 
contribution has been negligible.
Respectfully submitted, 
Coleburke Lyons, Chairman
April 11, 1950
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Committee on Publication
To the Council of the
American Institute of Accountants
Gentlemen: The Journal of Ac­
countancy continues to improve its posi­
tion of unquestioned leadership in its 
field. Tangible evidence of this leadership 
may be found in figures. Circulation on 
March 31, 1950, was approximately
54,300 compared with 52,500 a year ago, 
and 47,500 two years ago. Circulation 
revenue for the seven months ended 
March 31, 1950, was $135,280 compared 
with $118,432 and $90,459 respectively 
one and two years ago. This increase is due 
in part to increased circulation and in 
part to an increase in the subscription 
rate, which was made effective in Sep­
tember, 1948. It is noteworthy that this 
increase did not adversely affect circula­
tion. Advertising revenue for the seven 
months ended March 31 increased from 
$47,500 in 1948 to $59,300 in 1949, and 
$68,700 in 1950. This increase reflects 
both a growing volume of advertising, 
and an increase in rates effective in Jan­
uary, 1949. The tangible value of The 
Journal as a property of the Institute 
has also been enhanced by reductions in 
costs which were achieved in 1949.
The intangible value of The Journal 
is even greater than anything that can be 
expressed in figures. It contributes to 
the development and usefulness of ac­
countancy and the prestige of the public 
accounting profession. The fundamental 
soundness of its editorial content is as­
sured through ownership by the Institute, 
and appears to be evidenced by continu­
ally growing reader interest and approval. 
This ownership also insures that the lead­
ing publication in the field of accounting 
will deal constructively with problems 
affecting financial reporting and the ac­
counting profession. The committee on 
publication considers that its primary 
duty is to guard both the tangible and in­
tangible values of this property on behalf 
of the Institute, and to maintain and
advance the leadership of The Journal.
At the risk of repetition it should be 
emphasized that the committee does not 
edit The Journal. We have an experi­
enced and competent staff headed by 
John L. Carey, editor, and William S. 
Papworth, managing editor. This staff 
constitutes the management and is re­
sponsible for the publication. Credit for 
its success belongs to the staff. Your 
committee represents the owners in a 
position somewhat comparable to that of 
a board of directors, and acts as a policy­
making and advisory group. The nature 
of this arrangement and the status as­
sumed by your committee are called to 
your attention here so that there can 
be no misunderstanding and so that any­
one who feels that any other assumption 
of responsibility would be appropriate 
may present his views.
The specific work of the committee 
consists principally in reviewing articles 
submitted for publication, and in this it 
is assisted by many members of the In­
stitute outside the committee. Since this 
work is individual and relatively con­
tinuous it does not require meetings, and, 
in the absence of other needs, your pres­
ent committee has not convened since its 
appointment last fall.
In addition to its broad purpose of en­
couraging the development and leader­
ship of The Journal, the committee has, 
in prior years, approved the following 
general policies:
1. The editorial content of The Jour­
nal, other than those parts prepared by 
its staff or that of the Institute, are re­
ceived without compensation to authors. 
Experience seems to justify confidence 
that competent and authoritative writers 
will wish to supply The Journal with 
their best efforts on the grounds of 
loyalty and service to the profession as 
long as The Journal maintains its pres­
tige as the foremost accounting publica­
tion. Contributions are encouraged, but 
selection is made primarily on the basis
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of the usefulness of The Journal to its 
readers.
2. While articles may be rejected if 
they are deemed to be basically unsound, 
poorly written, abusive, or intemperate, 
they will not be rejected because they 
are controversial, or because the editors 
or committee members do not agree with 
them. Thus there is preserved in The 
Journal a genuine aspect of freedom of 
the press, and its pages are constantly 
open as a place in which the progress 
and development of accounting may be 
observed. Similarly the committee does 
not control views expressed by the edi­
tors or the staff of the Institute, although 
advice and comment are always sought 
on editorials, both within and without 
the committee, before publication.
3. The committee has encouraged 
efforts by the staff of The Journal in 
broadening the coverage of content in 
the magazine to meet the needs and in­
terests of diverse groups of readers, such 
as practicing accountants in both large 
and small communities, and large and 
small organizations, as well as individual
practitioners, accountants employed in 
various industries, and accountants en­
gaged in government service and teach­
ing.
4. Advertising is not accepted by The 
Journal which is in any significant way 
at variance with its editorial tone or pro­
fessional character. This policy was origi­
nally adopted with respect to possibly 
extravagant claims by advertisers of 
commodities for sale. More recently the 
problem has arisen with respect to pos­
sible unethical advertising by members of 
the profession. The chairman of the com­
mittee has been exploring this matter, 
but the committee has not yet adopted any 
course of action with respect to it.
Respectfully submitted,
Edward B. W ilcox, Chairman 
Marquis G. Eaton 
Russell H. H assler 
W illiam T. Hazelton 
J oel H unter, Jr.
J. K. Lasser 
Dorothy G. W illard
April 10, 1950
Committee on Committees
To the Council of the
American Institute of Accountants
Gentlemen: Following approval by 
the executive committee, a committee on 
committees was formed in December, 
1949. Briefly, the duties of the committee 
are:
(a) To review the procedures of com­
mittee appointments, which makes it 
necessary to study the committees, their 
purposes, requirements, etc.
(b) To work toward development of 
basic policies with regard to committees 
of the Institute, especially with regard to 
committee appointments.
(c) To assist the president by fur­
nishing information and advice in con­
nection with committee appointments, in 
so far as that may be found practicable.
The work of the committee on commit­
tees up to the present time has been that 
of studying committees, their personnel, 
duties, and operation, generally, but not 
in detail and not with respect to indi­
vidual members of committees.
The staff at the headquarters of the 
Institute has made certain statistical 
tabulations, for this committee’s use, of 
committees by groups. These tabulations 
relate to the number of members of each 
committee, the number of newly ap­
pointed members for the 1949-50 year, 
committee membership by states, and 
certain other data with regard to the 
members of committees.
There has also been prepared, for the 
committee’s information and reference, 
a 45-page memorandum with a table of 
contents and alphabetical index, showing
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in summary form for each committee its 
duties, its present composition (the geo­
graphical distribution of the membership 
and certain other pertinent data) and the 
methods of operation and extent of ac­
tivity of the committee.
In connection with the latter study, 
it was noted that the by-laws of the In­
stitute provide for a standing committee 
on terminology. As a practical method 
of working, the committees on accounting 
procedure and on auditing procedure 
now have subcommittees on terminology. 
The work of these subcommittees is sub­
stantially the same as that which it was 
expected would be done by the standing 
committee on terminology when it was 
established. The council may feel that it 
is advisable for it to consider referring 
to the committee on by-laws the matter 
of eliminating the terminology commit­
tee, with such instructions as the council 
thinks appropriate.
Up to the present time the work of the 
committee on committees has been based 
on correspondence among the members. 
A meeting has been called for Wednesday 
evening, April 19, for discussion of the 
various features of the committee’s work 
and to consider upon what part or parts 
of its work it seems advisable to concen­
trate during the remainder of the 1949- 
50 year.
Respectfully submitted,
Charles H. Towns, Chairman 
N. Loyall McLaren 
J. A. P hillips 
Edward B. W ilcox 
T. Dwight W illiams
April 17, 1950
Committee on Nominations
To the Council of the
American Institute of Accountants
Gentlemen: The committee on nomi­
nations of the American Institute of Ac­
countants held an all-day meeting in New 
York, April 3, 1950. All members of the 
committee were present. Percival F. 
Brundage of New York was elected chair­
man of the committee.
The committee unanimously nominates 
the following members of the Institute 
for election to the offices indicated at the 
1950 annual meeting of the Institute, to 
serve for the fiscal year 1950-51:
For Officers:
President:
T. Coleman Andrews, Virginia
Vice Presidents:
Gordon S. Battelle, Ohio 
Richard C. Mounsey, Washington 
Frank L. Wilcox, Texas 
John H. Zebley, Jr., Pennsylvania
Treasurer:
Harold R. Caffyn, New York
For Council Members at Large:
(Three-year term)
Clinton W. Bennett, Massachusetts 
William M. Black, New York 
Maurice H. Stans, Illinois
(Two-year term to fill a vacancy*) 
Ralph B. Mayo, Colorado
(One-year term to fill a vancancy**) 
Thornton G. Douglas, California
The committee on nominations has also 
selected the following states in which 
the indicated number of members of coun­
cil are to be elected for three-year terms 
beginning with the fiscal year 1950-51:
Alabama one
California one
District of Colum­
bia one
Florida one
Illinois two
Louisiana one
Missouri one
member of council 
member of council
member of council 
member of council 
members of council 
member of council 
member of council
* To be created by election of T. Coleman Andrews 
as president
** To be created by election of John H. Zebley, 
Jr., as vice president
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New Jersey one
Ohio one
Oklahoma one
Oregon one
Pennsylvania two
Virginia one
Wisconsin one
member of council 
member of council 
member of council 
member of council 
members of council 
member of council 
member of council
Letters will be sent to members of the 
Institute in these states at the end of 
April, inviting them to suggest individual 
members of the Institute in the respective 
states for nomination by the committee for 
election at the annual meeting. When 
these suggestions are available, the com­
mittee will make its final nominations and 
announce them at least thirty days prior 
to the annual meeting.
The committee recommends that the 
committee on nominations for the next
fiscal year give careful consideration to 
the possibility of election of a council 
member from Kansas, which this year’s 
committee would have selected if it could 
have done so without injustice to other 
states in view of the limited number of 
council memberships available for allo­
cation.
Respectfully submitted,
Percival F. Brundage, New York,
Chairman
Samuel W. Eskew, Kentucky 
Fred B. Carleton, Colorado 
Donald B. Carmichael, Oregon 
Fred G. E ichhorn, North Carolina 
Oliver W. Seifert, Ohio 
Norman H. S. Vincent, Massachu­
setts
April 6, 1950
Committee on Public Relations
To the Council of the
American Institute of Accountants
Gentlemen : The phenomenal growth 
in the number of certified public account­
ants and Institute membership in recent 
years has brought with it public relations 
problems and opportunities of the great­
est importance to the profession.
At a meeting last December, the public 
relations committee reviewed the current 
program, and decided that during this 
year special emphasis should be given to 
three major objectives. These are: 
First, protection of the position of certi­
tified public accountants in tax practice;
Second, maintenance of the integrity 
of state CPA laws;
Third, expansion of opportunities for 
certified public accountants, particularly 
the younger individual practitioners, by 
giving more information to small business­
men about the advantages of good account­
ing service.
These objectives are entirely consistent 
with the general public relations program 
adopted by this committee two years ago. 
The general program, described in “Pub­
lic Opinion and the Accounting Profes­
sion,” which has been sent to all mem­
bers of the Institute, continues to be the 
over-all guide to Institute public rela­
tions. This report, however, will deal 
principally with activities directed toward 
the three objectives which were given 
priority by the committee.
1. Tax Practice. As a part of the 
activities designed to protect the position 
of certified public accountants in tax 
practice, the public relations department 
and public relations counsel have used a 
variety of media to call public attention 
to the fact that many CPAs are tax 
experts. These include two transcribed 
radio shows of 15 minutes each which 
have been presented on nearly 200 local 
radio stations throughout the United 
States. Both shows carried the announce­
ment that they were presented by the 
American Institute of Accountants, in 
cooperation with the certified public ac­
countants of the state, and both included 
specific reference to certified public ac­
countants as tax experts. At the close 
of the first show, a brief message from 
the Commissioner of Internal Revenue 
expresses his appreciation to the Ameri­
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can Institute for offering the broadcasts 
as a public service.
At the suggestion of the Institute, the 
Columbia Broadcasting System presented 
six 15-minute income-tax shows on a na­
tional hookup, and on two of these the 
guest experts were the chairman of the 
Institute committee on federal taxation, 
and the chairman of the subcommittee on 
current tax legislation.
The Institute has also already entered 
the field of television, which will be one 
of the most important public relations 
media of the future. A memorandum on 
television possibilities sent to the state 
societies led to several local shows, and 
WCBS-TV in New York City presented 
a half-hour income-tax dramatization 
written by public relations counsel and 
featuring a certified public accountant as 
a source of sound tax advice. The pro­
gram was also carried by seven other 
stations of the Columbia Broadcasting 
System’s TV network.
Other public relations activities identi­
fying the CPA with tax practice include 
a feature article on farmers’ tax problems 
which was placed with 15 farm journals 
with a combined circulation of five mil­
lion, and the continuing use of this theme 
in speeches, pamphlets, and articles for 
magazines. Another tax piece emphasizing 
the Institute and certified public account­
ants was syndicated by King Features, 
which services 400 newspapers.
2. Legislation. When state societies 
are confronted with efforts to lower the 
standards for the CPA certificate they 
are almost always faced with the charge 
that the CPA examination is kept un­
necessarily difficult in order to foster a 
monopoly. One of the arguments they 
must meet is the relatively low percent­
age of candidates who succeed in passing 
the examination each time it is given. 
Following a discussion of this problem at 
the council meeting a year ago, public 
relations staff proposed a booklet describ­
ing the CPA examination and how to 
prepare for i t  The purpose of this book­
let was not only to assist qualified candi­
dates in preparing for the examination, 
but also to demonstrate the fact that the
American Institute and the state societies 
have actually spent a lot of money and 
time helping young men and women to 
become certified public accountants. The 
booklet was prepared in cooperation with 
the board of examiners and the commit­
tee on education. It has rapidly become 
a best-seller. In addition to 14,000 copies 
distributed to the Institute membership, 
more than 30,000 copies have been sent 
out in response to specific requests from 
state societies, teachers of accounting, 
state boards, individual students, and 
members of the Institute. The demand 
is continuing and the booklet should prove 
useful for a number of years to come.
It has also been suggested that when 
state societies are opposing bills to lower 
CPA standards in their legislatures, copies 
of this booklet might be mailed to all 
members of the legislature as evidence 
that there is no disposition on the part of 
certified public accountants to maintain 
a monopoly. The booklet therefore serves 
as a supplement to the legislative kit which 
was prepared for state societies a year 
ago, and is mailed to all new chairmen 
of state society legislative committees. 
Another new booklet, A Career in Public 
Accounting, addressed primarily to high 
school seniors and college freshmen, serves 
the same dual purpose.
3. Individual Practitioners. To expand 
the field of opportunity for smaller practi­
tioners, the Institute published a year ago 
a booklet entitled Small Business Has Big 
Problems. So far 68,000 copies have been 
distributed. As part of the distribution 
plan for this booklet, copies were sent to 
the executives of a large group of trade 
associations, and a subsequent notice of 
the booklet’s availability in trade asso­
ciation magazines led to hundreds of in­
dividual requests from small merchants 
and manufacturers.
More recently, the public relations de­
partment and public relations counsel 
have initiated a series of articles for trade 
publications on the value of good account­
ing, with emphasis on the skilled services 
available from CPAs. The first of these, 
entitled Greater Profits Through Ac­
counting was published in Hardware Age
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in February and, in response to inquiries, 
requests for similar articles have already 
been received from half a dozen trade 
publications. More inquiries will be sent 
out as rapidly as the department can 
handle the preparation of the articles.
A special project directed toward the 
same objectives was started last fall as 
a result of a request from the National 
Association of Master Plumbers. The 
plumbers asked the Institute to help them 
prepare a series of three booklets to be 
sent to their own 15,000 members, and 
they expect to send the first booklet to 
all of the 65,000 master plumbers in the 
United States. They are sharing the cost 
of preparing these booklets, and will bear 
the total cost of printing and distribution. 
The booklets are not intended to tell 
the plumbers how to keep their accounts, 
but rather to emphasize the dollars-and- 
cents value of good professional account­
ing advice. Naturally, the plumbers are 
informed that the best way to be sure 
of obtaining good advice is to engage a 
certified public accountant. These book­
lets, which have been prepared by a well- 
known free lance writer, are nontechnical, 
easily readable, and they discuss the 
plumber’s problems in terms which he can 
understand. They were developed after 
extensive consultation both with indi­
vidual master plumbers and with certified 
public accountants who now have master 
plumbers as clients.
If they prove as successful as expected 
on the basis of the reaction from the ex­
ecutives of the Association of Master 
Plumbers, they suggest a pattern which 
could be developed in cooperation with 
many other trade associations.
On the evidence of these examples, the 
committee is satisfied that public rela­
tions techniques are making a valuable 
contribution to the success of Institute 
activities and the progress of the account­
ing profession. They can be adapted to 
assist in the solution of a wide variety of 
professional problems and, in fact, during 
the last few years the public relations 
program has contributed to the effective­
ness of all other Institute activities.
It should be remembered that the public 
relations department works closely with
several Institute committees in addition 
to this one, including especially the com­
mittees on federal taxation, state legisla­
tion, and committee on coordination of 
activities of state and national organiza­
tions.
At this point, however, the committee 
must express one important reservation: 
The materials prepared by the public re­
lations department and public relations 
counsel have not been distributed as widely 
as they should have been. To a large ex­
tent this is the responsibility of the state 
societies. Some of them, especially those 
with full-time executive secretaries, have 
cooperated extremely well, but it is worth 
noting that the radio transcriptions made 
available through the state societies were 
used in only 33 of the 48 states and in 
Hawaii. This means that in 15 states 
members of the Institute obtained no 
benefit from this expenditure and effort. 
Moreover, the coverage of cities was 
spotty in many states which used the 
transcriptions. Yet more state societies 
participated in this part of the public re­
lations program than in any other.
When public information pamphlets are 
made available through state societies, 
there has never been a case in which 
more than half of them did anything 
about it. The dissemination of public re­
lations material in the smaller communi­
ties where Institute members have estab­
lished offices is becoming a particularly 
important problem.
Despite these limitations, the expanded 
public relations program initiated three 
years ago has made substantial and satis­
factory progress.
The immediate objectives of the pro­
gram will naturally be shifted from time 
to time. For this reason, the program is 
under constant review by the public re­
lations committee and should be given 
careful consideration at least twice a year 
by the council. In the light of the ex­
periences and achievements since an ex­
pansion of the program was approved 
by council three years ago, this committee 
feels justified in saying that these activi­
ties can make a continuing contribution 
to the development of the profession, 
with specific emphasis on the problems
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which are most important at any given 
time.
A brief summary giving highlights of 
Institute public relations activities since 
the last annual meeting is attached as 
an appendix to this report.
Respectfully submitted,
George E. Perrin, Chairman 
W illiam M. Black 
J ohn J. Dobson
J ohn C. Martin 
N. Loyall McLaren 
Clifton H. Morris 
Norman H. S. Vincent
April 7, 1950
Major Activities of the Institute 
Public Relations Department and 
Public Relations Counsel, December 
1949— March 1950
Booklets: (1) The CPA Examination: 
Gateway to a Profession—published Jan­
uary 1; 42,000 copies distributed to April
1. (2) A Career in Public Accounting 
—published March 14; 3,000 copies dis­
tributed to April 1; copies to be mailed to 
Institute membership. (3) Master 
plumbers series—two booklets on Bigger 
Profits Through Better Accounting com­
pleted and accepted for printing and dis­
tribution by Master Plumbers Associa­
tion; third in preparation.
Press Releases: 401 releases on new 
members to home-town newspapers mailed
January-March; 99 clippings received 
from January-February mailings. 475 
local announcements on Institute com­
mittee appointments mailed in January; 
121 clippings received. Seven general 
press releases issued during the period.
Trade Magazines: “Better Profits 
Through Accounting” published in Hard­
ware Age February 9; several similar 
pieces in preparation for trade magazines 
on request of editors in response to 
queries.
Radio: Two 15-minute transcriptions 
prepared with professional actors and the 
Commissioner of Internal Revenue—186 
disks ordered for distribution in 33 states. 
CBS network carried series of five pro­
grams at Institute’s suggestion, with 
representatives of the federal tax commit­
tee appearing on two.
Television: 8-station CBS network, in­
cluding New York, Philadelphia, Wash­
ington, Detroit, and Chicago, carried half- 
hour Institute dramatic show featuring 
chairman of tax committee.
Regional Conferences: Public relations 
department assisted in plans for five re­
gional conferences to be held in June.
Kits: “Press Publicity and How to Get 
It” sent to all state societies February 1.
State Society Newsletter: Monthly; 
inaugurated in January.
Correspondence: 869 individual letters 
mailed by public relations department, 
December 15, 1949, to March 15, 1950.
Committee on State Legislation
To the Council of the
American I nstitute of Accountants
Gentlemen : Activity in the field of 
state legislation since the council meeting 
last fall has been relatively limited. Only 
11 state legislatures meet in regular ses­
sion during 1950. Ten have already con­
vened—California, Kentucky, Maryland, 
Massachusetts, Mississippi, New Jersey, 
New York, Rhode Island, South Carolina, 
and Virginia. Louisiana is scheduled to 
meet in May. The regular session of the 
Georgia legislature, which recessed Feb­
ruary 19, 1949, with 25 legislative days 
remaining, reconvened on January 16.
A summary of major developments in 
accounting legislation to April 1 follows :
A total of 12 bills (includes one com­
panion bill) and one resolution have been 
introduced in six states. In addition, two 
measures were still pending when the 
Georgia legislature reconvened.
California—Budget session meets this 
year.
Georgia—Adjourned sine die February
13.
Committee on State Legislation 33
S 123, which provided among other 
things for the issuance of CPA certificates 
without examination to registered public 
accountants with 15 years’ experience in 
accounting and auditing, died in the 
House after having been amended and 
passed by the Senate. The text of the 
amendment is not available, but it sup­
posedly deleted the waiver section of the 
bill.
H  381 was amended in the Senate and 
enacted into law. Although a copy of the 
amended bill has not been received, the 
bill as introduced permits the defendant 
in cases involving revocation or suspen­
sion of certificate or registration card to 
make his appeal in the county in which 
he resides rather than that of the seat of 
the State Board.
Kentucky—Adjourned sine die March 17.
S 89, enacted into law, increases the 
original permit and annual renewal fees 
to $15 and provides for the revocation or 
suspension of certificate or registration if 
permit to practice is not obtained or re­
newed within three years.
Maryland—Budget session—Adjourned
sine die March 2.
Massachusetts
S 433, reported unfavorably (leave to 
withdraw) after a committee hearing and 
subsequently withdrawn from both 
houses, provided for permanent two-class 
legislation with separate written or oral 
examinations for applicants for certifi­
cates as PAs.
H  1501, reported unfavorably after a 
hearing and withdrawn from both houses, 
would have amended the present account­
ancy law by specifying that the Board 
hold examinations each year in the 
months of May and November and that 
the fee for re-examination be $10. 
Mississippi
H 246, reported favorably after hear­
ings and the appointment of a subcom­
mittee to study it, would create a separate 
Mississippi Board of Registered Public 
Accountants and provide for the initial 
registration and issuance of certificates 
or licenses to qualifying PAs and, there­
after, for the registration and issuance of 
certificates of proficiency to applicants 
who pass a written examination.
H 424, which is still in committee, 
spells out the requirements for admission 
to the CPA examination—college gradu­
ate with major in accounting or not less 
than two years’ experience in accounting 
work—and clarifies the definition of acts 
prohibited in the practice of accountancy.
S 42, which is still in committee, pro­
poses that counties and municipalities levy 
a privilege tax of $15 upon each auditor 
or public accountant, and each member 
and employee of an accounting firm who 
makes audits.
New Jersey
S170, which is still in committee, 
would require annual audits of school 
district accounts and broaden the require­
ments for certification of registered mu­
nicipal accountants to include a knowl­
edge of school law and accounts.
New York—Adjourned sine die March 
22.
S 1572, and H 2172, both of which 
died in committee, would have allowed 
veterans, honorably discharged after not 
less than 30 days, credit toward experi­
ence requirement for CPA certificate for 
military service after September 16, 1940.
H 2173, which also died in committee, 
included a section similar to the above 
bills and, in addition, provided for the 
issuance of CPA certificates without ex­
amination to honorably discharged vet­
erans who resided in New York prior to 
entering service and on or before Decem­
ber 31, 1950, submitted satisfactory evi­
dence of having completed a four-year 
college course majoring in accountancy, 
or were in senior year but were prevented 
from completing course and attaining ex­
perience requirement due to service in 
World War II.
A 1004, which died in committee, pro­
vided for the issuance of certificates to 
practice as tax accountant to persons 
(lawyers and CPAs excluded) passing an 
examination administered by a board of 
three examiners. Persons applying for 
the certificate on or before effective date, 
who had been actively engaged in the 
practice of tax accountancy for more than 
five years before enactment, would have 
received a certificate of exemption from 
examination.
34 April 1950 Reports to Council
Virginia
S 290, killed in committee after a hear­
ing, would have allowed a percentage 
credit on each part of the CPA examina­
tion to veterans with over 20 per cent 
disability who had completed a four-year 
college course with an average grade of 
B or higher in required subjects.
A member of the House Courts of 
Justice Committee also presented a reso­
lution for its consideration, which pro­
posed that the Virginia Advisory Legis­
lative Commission investigate possible 
unauthorized practice of law by CPAs 
and banks in the field of State tax returns. 
The resolution was killed in committee.
Your committee and the Institute staff 
have been following these legislative 
matters very closely and at the request 
of state societies have furnished comment 
on pending bills and support to the state 
societies in opposing undesirable legisla­
tion.
A review of the legislation of concern 
to accountants that was introduced in the 
few state legislatures that were in session 
this year leads to the conclusion that 
many bills inimical to the public interest 
and the profession are sure to be intro­
duced next year when most of the state 
legislatures will be meeting. It seems 
therefore that this committee should use 
every effort to alert all state societies, 
particularly those where there is a chance 
that such bills will be introduced, and 
persuade them to start their preparations 
early enough to be effective. This the 
committee proposes to do.
The Connecticut State Board of Ac­
countancy has been the subject of an at­
tack by a member of a Commission mak­
ing a study of the Connecticut state 
government organization. The situation 
is of importance not only to certified 
public accountants in Connecticut but to 
CPAs generally.
A member of the Commission, speaking 
before a representative group on behalf 
of the Commission, charged the Connecti­
cut State Board of Accountancy with 
maintaining a monopoly for persons al­
ready “licensed.” He made the statement 
that possibly all licensing should be elim­
inated except as to those professions
which involve health and public safety. 
These statements were publicized in news­
papers.
A statement was made, in the news­
papers, on behalf of the Board denying 
the charge of monopoly and pointing out 
wherein the Commission member was in 
error. This was followed by news articles 
by members of the profession.
A release was issued directly to the 
press by the executive director dealing 
with the charges and pointing out the 
errors therein. Protests were also filed 
by the individual members of the Board 
with the Governor’s Organization Com­
mission against the allegations with com­
plete details supporting their position.
The Commission report did not affect 
the powers of the State Board directly, 
but recommended placing the Board in 
the Department of the Commissioner of 
Finance, who might have authority to 
overrule or even abolish the Board, if 
legislation recommended by the Commis­
sion were adopted.
The committee on state legislation last 
year in its report to council at Los An­
geles included a revised draft of points 
of policy relating to CPA legislation. 
There was also submitted at the Los 
Angeles meeting a minority report on the 
subject by two members of that commit­
tee.
It was voted that copies of the majority 
and minority reports on state legislation 
be circulated among members of the 
council for study prior to the spring 1950 
meeting of council and that the matter be 
placed on the agenda for consideration at 
that meeting.
While no expressions of opinion have 
been received from members of council, 
this committee has given consideration to 
the reports, and each member of the com­
mittee has been given opportunity to ex­
press his views, with the thought that 
suggestions by the committee might be 
helpful to the council in its deliberations.
There is general disagreement by this 
committee with the policy statement in its 
present form. Some of the objections are 
in the phraseology but other views run 
deeper than points or wording. There is 
almost unanimity of opinion that the
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council should not adopt a policy state­
ment at this time.
Inasmuch as the question of legislation 
will be decided independently by each 
state society, it seems that the adoption 
of a policy statement by anything less 
than a unanimous council would have 
little practical effect.
Respectfully submitted,
Raymond D. W illard, Chairman 
Raymond D. Ashman 
Roy C. Comer
Edward J. DeVerges 
T hornton G. Douglas 
Albert E. Godfrey
Clifford V. Heimbucher 
James W. H ickey 
Gordon L. Kauffman 
E. W oody Kuhlman 
Albert E. Larsen 
Bruce H. Masters 
Robert L. Miller 
J. Sydnor Mitchell 
Lee J. M uren 
Russell G. Rankin 
Raymond E. Rickbeil 
Allen E. Strand 
Ralph J. W hitinger 
W illiam R. W inn
April 4, 1950
Board of Examiners
To the Council of the
American Institute of Accountants
Gentlemen : Since its report to coun­
cil at the annual meeting of the Institute 
in October, 1949, the principal work of 
the board of examiners in connection with 
the uniform examination has been handled 
through correspondence. However, one 
meeting was held on December 2, 1949, at 
which the board considered, among other 
things, the May, 1950, examination which 
was then nearing the final stages of prep­
aration. At this time the subcommittees 
also surveyed the grading of the Novem­
ber, 1949, examination which had been 
under way approximately ten days. At 
this meeting, Donald P. Perry was re­
elected chairman and the two newly 
elected members, Cyril H. Wideman of 
Ohio and Mark D. Littler of New York, 
were welcomed to the board.
13,885 candidates took the November, 
1949, examination, in 47 states, the Dis­
trict of Columbia, Hawaii, and Alaska. 
The Institute graded papers in one or 
more subjects for 7,267 candidates from 
41 states, the District of Columbia, and 
two territories. The number of papers 
graded were 5,520 Auditing, 4,881 Com­
mercial Law, 5,520 Theory of Accounts, 
11,210 Accounting Practice, or a total of 
27,131 papers. The results of the uniform 
grading in general showed about the
same percentage of passes in each subject 
as compared with the previous exami­
nation. It appears that the number of 
candidates passing all subjects was higher 
than in the two prior examinations as a 
result of a better correlation of grades 
in the several subjects.
A total of 73 graders was employed. 
Work began on November 22 and the 
initial grading was almost entirely com­
plete by December 31. The review was 
completed and papers were returned to 
the state boards between January 11 and 
January 19.
The direct costs of preparing and grad­
ing the November examination amounted 
to approximately $80,000. In addition to 
the examination cost, certain furniture 
and equipment were purchased at a cost 
of $3,200. Income from the examination 
will total about $83,000.
Several studies of the examinations 
have been made by the educational direc­
tor for the purpose of determining the 
validity of the examination or to obtain 
information as to the candidates taking 
the examination. These studies include 
the following:
Analysis as to age, education and ex­
perience of the candidates taking the 
examination in May, 1949.
A correlation study of results of a 
group of candidates on the Institute’s
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Orientation Test and on the CPA 
Examination.
A test of validity of the examination 
and the grading thereof, by correlating 
the grades on the accounting subjects 
of 400 candidates taking the November, 
1949, examination.
An analysis of the distribution of 
grades of candidates on each subject 
and the distribution of grades on each 
question of the accounting subjects.
A comparison of scores on objective- 
type questions with scores on essay-type 
questions.
The results of these studies have been 
generally reassuring as to the validity
and fairness of the last two examinations.
The May, 1950, examination has been 
completed and drafts of the November 
examination are now in the hands of the
subcommittees for consideration.
Respectfully submitted, 
Donald P. Perry, Chairman 
H erman W. Bevis 
Alexander E ulenberg 
Ira N. Frisbee 
J ohn J. Lang 
Mark D. L ittler 
John W. Queenan 
Edward J. Stegman 
Cyril H. W ideman
April 10, 1950
Advisory Committee of Individual Practitioners
To the Council of the
American Institute of Accountants
Gentlemen : The purpose of this com­
mittee is to review all of the activities of 
the American Institute of Accountants, 
with the object of recommending to coun­
cil what can be done to make the national 
organization of certified public account­
ants more useful to the growing number 
of members who are local practitioners, 
particularly in the smaller communities.
The membership of this committee is 
nationwide, and for obvious reasons it is 
almost impossible to have any substantial 
number of members attend a called meet­
ing. The committee’s work is necessarily 
carried on by correspondence and is there­
fore slow of accomplishment.
However, a considerable amount of 
effort and thought has been given to the 
job and certain conclusions have been 
reached.
1. The executive director and the staff 
of the Institute are very sensitive to the 
growing needs of the local practitioner.
2. It is generally recognized that the 
work of the Institute has been of great 
benefit to the profession as a whole, al­
though it has not been so well recognized
that much of the Institute’s work is of 
direct value to local practitioners.
3. The local practitioner finds it diffi­
cult to “keep up’’ on current procedures 
and practices for two reasons: (a) his 
type of practice affords him little time 
for reading except as required for par­
ticular jobs, and (b) the articles and pub­
lications which would be of special bene­
fit to him are buried in a mass of material 
that holds little or no interest for him.
4. The local practitioner feels that the 
importance of the type of work he is do­
ing and the service that he is rendering 
have not been generally recognized within 
the profession.
With the above conclusions in mind, 
this committee submitted on March 24, 
1950, a letter to all accounting firms and 
practitioners represented in the American 
Institute of Accountants. The purpose of 
that letter was twofold: (1) To briefly 
summarize what has been and is being 
done for the local practitioner, and (2) 
to ask cooperation of all practitioners in 
suggesting aids to this particular group.
The above letter was accompanied by a 
memorandum from the executive director 
which more clearly and concisely de­
scribes the local practitioner and his prac­
tice than anything yet published. A care­
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ful study of this memorandum makes it 
apparent that the local practitioner is per­
forming a very vital service to a tremen­
dous number of small businesses and indi­
viduals. These small businesses do not 
have the benefit of internal audit staffs, 
budget directors, tax sections, and the 
many other advantages enjoyed by large 
businesses, and frequently do not even 
have a competent bookkeeper. To most of 
his clients then, the local practitioner 
must be junior, senior, and principal ac­
countant, tax consultant, business analyst, 
director of his budget, consultant on any 
business transactions out of the ordinary, 
and, not infrequently, his bookkeeper.
The “area” in which the local practi­
tioner works is obviously important and 
is becoming increasingly more so. Many 
of the new men coming into the profession 
will be compelled to enter the local field. 
They will be expected, along with estab­
lished local practitioners, to carry the 
high standards of our profession to the 
smallest business served.
This committee respectfully urges 
council to give its full support to those 
proposals which will be of practical value 
to the local practitioner.
Specifically this committee is strongly 
supporting these three proposals which 
are now under consideration in the In­
stitute as a beginning:
1. That the Institute undertake the pub­
lication of a comprehensive manual which 
would summarize generally accepted ac­
counting and auditing procedures, and 
include sections on every phase of the 
conduct of public accounting practice.
2. That the audit case studies be con­
tinued and cover various types of small 
businesses of a size with which the local 
practitioner deals.
3. That the executive director periodi­
cally submit a personal letter to the mem­
bership of the Institute summarizing the 
latest developments in the profession, and 
calling attention to articles and publica­
tions which would prove of particular 
value to local practitioners.
The aforementioned letter and the ex­
ecutive director’s Memorandum are made 
a part of this report.
Respectfully submitted,
Robert E. W itschey, Chairman 
W illiam M. Aikman 
Cyril N. Angell
W illard S. Bowen 
W inston Brooke 
George M. Connors 
L. C. Dodge 
John H. Eldridge 
Dixon Fagerberg, Jr.
H arold H. Gilbert 
W illiam D. Hayes 
H arry N. James 
Anthony F. Kearney 
Mary Ellen Lewis 
Frank L. McGlone 
J ohn G. Moody 
Leonard D. Riccio 
R. Warner Ring 
J oseph J. Seaman 
George F. Shannon 
Orley R. Taylor
H. M. Turnburke 
C. H oward Walden 
T homas P. ZumBrunnen
April 11, 1950
Committee on Admissions
To the Council of the
American I nstitute of Accountants
Gentlemen : The committee on ad­
missions has held two all-day meetings 
since its last report to council.
A statistical summary of applications 
for admission from September 1, 1949, to 
March 31, 1950, is as follows:
Cases pending at Septem­
ber 1, 1949, after adjust­
ment for 6 subsequently 
withdrawn
Applications received dur­
ing the period
Total
585
1,206
1791
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These are accounted fo r:
By favorable action 1,362
By denial:
For lack of equivalent 
experience 9
For other reasons 28
Total applications
denied __ 37
Total acted upon 1,399
Cases pending at March 
31, 1950 392
Decrease in backlog for the 
period 193
Ratio of number of denials 
to total number of appli­
cations acted upon 2.6%
Ratio of number of denials 
for lack of equivalent ex­
perience to total number 
of applications acted upon .6%
In addition to the applications included 
in the above summary, 28 applications for 
membership as international associates 
were received, of which 20 were recom­
mended for favorable action, 2 recom­
mended for denial, and 6 are pending.
We express our appreciation to the 
members of council who, in accordance 
with requests by this committee have as­
sisted us in obtaining first-hand informa­
tion concerning applicants by conducting 
interviews and otherwise. We also realize 
that it is at all times impossible for this 
committee to function properly without 
heavy assistance from the Institute staff; 
we have found their work in analyzing 
the applications and preparing them for 
review to be done in a careful and con­
sistent manner.
We report upon two problems which 
were referred to this committee for study.
The first problem was:
Can something be done to alleviate the 
present requirement that applicants sub­
mit the names of two Institute members 
as references?
It appears that it happens quite fre­
quently that prospective members with­
hold filing applications because they are
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not well known to persons who are mem­
bers of the Institute: they find it incon­
venient or embarrassing to seek such an 
acquaintanceship for the express purpose 
of obtaining a reference; and there may 
in some areas be a feeling that the 
privilege of joining the Institute is some­
thing like the privilege of joining a pri­
vate club rather than a right to which any 
CPA who can qualify is entitled.
We have explored several possible re­
visions of present practices as to refer­
ences and, with the approval of council, 
we propose:
(1) To amend present practice by stat­
ing on the application blank that if it is 
not practicable to submit the names of 
two Institute members as references, the 
names of two members of any state society 
may be submitted in lieu thereof, and
(2) To adopt a policy that if applicants 
are unacquainted with members of the 
Institute or of a state society, the Institute 
is willing to arrange personal interviews 
for them with such members.
The second problem referred to this 
committee may be stated by the ques­
tion :
Should the requirement in the by-laws, 
that an applicant shall have two years 
of public practice, or its equivalent, be 
discontinued ?
The report of the committee on mem­
bership submitted to council last fall 
recommended that “serious consideration 
be given to the reopening of the question 
of the two-year practice requirement. It 
is the opinion of some of the members 
of this committee (that is, last year’s 
membership committee) that the time to 
interest CPAs in membership is just after 
they have received their certificates. A 
delay of two years will often discourage 
them from applying for membership at 
all."
Under the Institute by-laws, an appli­
cant is required to have been in public 
accounting practice, on his own account 
or in the employ of a practicing public 
accountant, for not less than two years, 
or shall have had experience which in the 
opinion of the committee on admissions
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is equivalent to two years’ public account­
ing practice, and at the date of applica­
tion shall be engaged in work related to 
accounting. Credits for experience are 
allotted by the committee on admissions, 
and the committee has discretion to de­
termine whether or not any applicant’s 
experience is satisfactory.
In May, 1947, council adopted a state­
ment concerning the nature and purpose 
of the Institute. The following paragraphs 
taken from that statement deal directly 
with the problems of experience require­
ments :
“An additional entrance requirement is 
two years’ experience in public practice 
or its equivalent. The requirement for ex­
perience in public practice is consistent with 
the primary interest of the Institute in the 
profession (i.e., those practicing public ac­
counting). Equivalent experience is accepted 
because it is recognized that certified public 
accountants, having demonstrated a degree 
of fitness to practice public accounting, may 
properly be interested in and useful to the 
profession and the organization which repre­
sents it, even though they are not engaged 
in public practice. To be acceptable, equiva­
lent experience should indicate such interest 
and usefulness. It is therefore appropriate 
that qualified non-practicing certified public 
accountants be identified with the profession 
because of a community of interest with it.
“In the same way that the CPA require­
ment for membership looks forward to the 
time when regulated public practice will be 
limited to certified public accountants, so 
also the experience requirement looks for­
ward to the time when some experience in 
public accounting will be a prerequisite to 
the issuance of CPA certificates in all of 
the several states. These matters are now in 
a transitional state, and qualifications for 
membership in the Institute are based on a 
present compromise as consistent as possible 
with the ultimate goal that all certified public 
accountants shall have had experience in 
public accounting, and none but certified 
public accountants may engage in public 
practice.”
The committee on admissions has had 
for its guidance in passing upon cases in­
volving the question of equivalent experi­
ence a statement of policy for admission 
prepared by the executive committee and
approved by council in May, 1947. The 
statement recommended that experience 
in lieu of public practice should be judged 
by the following standards:
(a) Breadth—It should be reasonably 
broad and varied and not confined to a 
specialized phase of accounting; (b) 
Attainments—Such experience should be 
in a position of responsibility; (c) In­
terest—The applicant should have demon­
strated an interest in the profession; (d) 
Duration—Experience offered as an equiv­
alent should be at least twice the dura­
tion of time required for professional ex­
perience; (e) Weight—The board should 
be liberal in its judgment as to what 
constitutes equivalent experience, and in 
cases where strong doubt exists should 
resolve in favor of the applicant.
In cases where an applicant has had 
little or no public accounting experience, 
the committee has sought appraisal of 
the applicant’s experience by a member 
of council in the applicant’s locality. These 
reports have proven very helpful to the 
committee.
Since September 1, 1949, the committee 
has taken final action on 89 applications 
which involved the question of equivalent 
experience. Of this number, 9 applications 
(that is, 10 per cent) were denied. These 
figures alone do not indicate any substan­
tial number of certified public accountants 
who desired admission being denied it. 
What is not known is the number of 
certified public accountants who have re­
frained from applying for fear that they 
may not meet the experience require­
ments.
The first stated purpose in the by-laws 
of the Institute is to unite the accounting 
profession in the United States. Admis­
sion since 1936 has been restricted to 
certified public accountants. It has been 
suggested by some that the Institute 
should close its doors to all but those 
CPAs who have had two years of public 
practice. This, it is claimed, would ma­
terially aid the states in tightening up the 
public accounting experience requirement 
of their laws and regulations.
In this connection, however, perhaps
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the questions should be considered 
whether the public practice experience re­
quirement for the CPA certificate is likely 
to gain ground or lose ground. In states 
where regulatory legislation exists, the 
experience requirement may mean that 
no one can enter the practice of public 
accounting without first working for a 
certified public accountant. Such a condi­
tion might cause serious difficulty if large 
numbers of graduates of the state univer­
sities were unable to find employment 
with certified public accountants. This 
question is raised only to point up the 
Institute’s dilemma. If it continues to 
maintain an experience requirement 
higher that that of some of the states, 
it will exclude many CPAs from Institute 
membership. If it maintains no experience 
requirement, or one which is lower than 
that of most states, it may be accused of 
setting a precedent which encourages 
legislative attacks on the experience re­
quirement in those states.
Others feel that the Institute will fail 
in its purpose to unite the profession if it 
excludes substantial numbers of CPAs. 
This, in time, might encourage the emer­
gence of another national organization 
of certified public accountants. They hold 
that the time has come to delete the ex­
perience requirement from the Institute 
by-laws.
Our committee has discussed these mat­
ters and we report as follows:
1. We have compared the Institute’s 
experience requirements with the require­
ments of the 48 states, the District of 
Columbia, and 3 territories from which 
our membership is drawn and we find 
that our requirements are fixed at ap­
proximately the average of the require­
ments of the territories we serve.
2. We believe that sufficient guides to 
the interpretation of the term “equivalent 
experience” have been developed to per­
mit us to administer this term fairly and 
consistently. Based upon our experience 
of 10 per cent denials of admission for 
lack of equivalent experience in relation 
to the number of applications involving
this question, and only .6 of 1 per cent 
denials in relation to total applications 
acted upon, we are inclined to believe that 
the experience by-law has not been a seri­
ous stumbling block in cases where pro­
spective members have filed applications. 
As stated previously, we have no present 
measure of the extent to which this pro­
vision may forestall the filing of applica­
tions.
3. Council stated in 1947 that the need 
for the experience by-law would be auto­
matically adjusted as more states adopted 
the requirement of public practice as a 
prerequisite to the CPA degree. We ob­
serve that the gap between this Institute 
objective and the state laws appears in 
1950 to be approximately the same as in 
1947.
4. The * committee members voted 
unanimously to recommend to council that 
the experience by-law be retained for the 
present.
5. We recognize the importance of gain­
ing a united front in representing the 
CPA profession throughout the country. 
We have not found evidence, in the work 
of this committee, that the large number 
of nonmember CPAs is in any substan­
tial manner related to the experience by­
law.
6. We believe that the answers to be 
received to the questionnaire mailed to 
20,000 nonmember CPAs in March should 
give us light on the question whether 
the experience by-law is actually a serious 
barrier to membership, and we offer to 
study the replies with this question in 
mind and report thereon to council at its 
next meeting.
Since the Institute by-laws concerning 
experience may have a profound influence 
on accountancy legislation throughout the 
states and upon the future of the Institute, 
the committee on admissions would ap­
preciate a statement of the majority 
opinion of council upon the underlying 
question whether in 1950 the major objec­
tive of obtaining a united front for the 
profession should take precedence over 
the belief that experience in public prac­
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tice or its equivalent is essential to an­
other major objective, that of maintaining 
high professional standards.
Respectfully submitted,
Donald M. Russell, Chairman
Clem W. Collins 
Edward L. Lawson 
Simon Loeb 
Maurice E. Peloubet
April 18, 1950
Committee on Coordination of Activities 
O f State and National Organizations
To the Council of the
American Institute of Accountants
Gentlemen : Since the subject of rela­
tions between state and national organi­
zations is on the agenda for discussion by 
council at the current meeting, this com­
mittee believes that it may be useful to 
review briefly the history of such rela­
tionships in the Institute and its predeces­
sor organizations.
The American Association of Public 
Accountants, which became the Institute 
with a complete revision of its constitu­
tion in 1916, was primarily an organiza­
tion of state societies of public account­
ants. While there were individual mem­
berships, most of the members became 
such by reason of membership in state 
societies which joined the American As­
sociation as a group. Voting at the an­
nual meeting was by delegates represent­
ing the state societies in proportion to 
their membership.
The primary reason for changing the 
constitution, as set forth in the report of 
the special committee on form of organi­
zation in 1916, was the difficulty of main­
taining a common standard in view of the 
differing requirements for the CPA cer­
tificate in the various states. It was de­
cided, therefore, that the newly named 
American Institute should establish its 
own Board of Examiners to determine the 
qualifications for membership.
The first examination prepared by the 
Board of Examiners was immediately 
adopted as the CPA examination by sev­
eral state boards and, as you know, use of 
the uniform examination was gradually 
extended until today it is used in all but 
one state.
In the meantime, the American Society 
of Certified Public Accountants was 
formed in the early 1920s. It sought 
affiliation with state societies, and em­
phasized their importance in the profes­
sional structure. In 1936 the amalgama­
tion of the American Society with the 
Institute took place.
Under the terms of the amalgamation, 
state societies were not directly or offi­
cially represented in the Institute. But un­
der an amendment of the Institute’s by­
laws adopted in 1935, there was formed 
an advisory council of state society presi­
dents, which held its first meeting on 
January 6, 1936.
In 1939 the advisory council adopted a 
resolution stating that the council had 
two purposes: (1) to serve as a forum 
for discussion; (2) to serve as a means 
of communication from the Institute to 
the state societies. In the same year, mem­
bers of the advisory council were invited 
to participate in the meetings of the Insti­
tute council, but without voting privileges.
In May, 1943, council by resolution 
authorized the creation of this committee. 
In its first report submitted in October 
of that year, the committee suggested the 
creation of a state society service depart­
ment in the headquarters staff of the In­
stitute. This recommendation was en­
dorsed by the advisory council of state 
society presidents in October, 1944, with 
a proposal that the department be financed 
by the state societies on the basis of one 
dollar for each member of each society. 
This proposal was then submitted to the 
state societies and in the following year 
it was approved by 37 of them, with 32 
agreeing specifically to provide financial 
support. Fortunately, however, the
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growth of the Institute with the corre­
sponding increase in its financial re­
sources, made this financing unnecessary.
The state society service department 
was formally approved and created in 
January, 1946.
In 1946 also, the by-laws of the Insti­
tute were further amended to make each 
state society president who was a mem­
ber of the Institute a member of council 
during his term of office. As a result of 
this step, it was felt that the advisory 
council of state society presidents was no 
longer needed, and the advisory council 
itself resolved that it should be discon­
tinued.
At the present time, therefore, the state 
societies are officially represented in the 
governing body of the Institute to the 
extent that their presidents are Institute 
members. At the same time, the state 
societies are completely autonomous, and 
the Institute exercises no authority of any 
kind over their policies or activities.
The state society service department 
has accordingly functioned as its name 
implies, as a service department for the 
state societies. It provides a means for the 
exchange of information about the con­
stitutions, dues, activities, and organiza­
tions of the various state societies, and 
disseminates information and various 
materials prepared by the Institute staff, 
to the societies. It has been particularly 
active in furnishing public relations mate­
rials such as pamphlets and radio shows, 
speakers for meetings, and suggestions 
and material for use in dealing with legis­
lative problems.
A wide variation in size, range of ac­
tivities, and specific problems of the state 
societies has made it difficult to provide 
material which would be suitable for use 
by all of them, and in the early days of 
the department’s existence some state 
societies complained that too much mate­
rial was being sent out—the state society 
officers and committee members could 
not find the time to read all of it and 
select the things which were of particular 
use to them. As experience has been ob­
tained, this volume has been somewhat 
reduced, the data condensed and, we be­
lieve, its usefulness improved. Through
semiannual informal meetings of the 
state society presidents, as well as from 
correspondence, information has been ob­
tained as to what types of material are 
most likely to prove useful. It is obviously 
impossible for the department to provide 
a service which would be exactly suited 
or tailored t o the needs of each state so­
ciety, but your committee is of the opinion 
that substantial progress has been made, 
and that on the whole the state society 
service department is functioning satis­
factorily.
This is indicated, among other things, 
by the steadily growing volume of cor­
respondence between the public relations 
and state society service departments and 
the various state societies. Since our last 
report at the annual meeting in Los An­
geles, a monthly state society newsletter 
has been inaugurated which serves the 
double purpose of giving information to 
state society presidents somewhat earlier 
than they would receive it in The Certi­
fied Public Accountant, and providing 
material for republication in state society 
bulletins or magazines. Arrangements 
have also been made for state societies 
to avail themselves of the Commerce 
Clearing House Legislative Reporting 
Service at a reduced rate. In addition, the 
following materials have been sent out 
since November: Names and addresses of 
state society officers and society member­
ship; tabulation of dues and assessment 
privileges of state societies; summary of 
education and experience requirements 
for the CPA examination; report on state 
society group accident and health insur­
ance plans; transcribed radio shows; 
press publicity kit; report of answers to 
questionnaire on municipal government 
accounting. These materials have gone to 
the state society presidents, executive 
secretaries, and committee chairmen or 
committee members as appropriate.
Your committee recognizes that the 
coordination of activities of the state 
societies and the Institute is a continuing 
problem which cannot be completely 
solved by any form of organization or 
liaison as such. Successful operation de­
pends rather on mutual understanding 
and mutual desire for cooperation, coupled
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with a continuing review and study of 
mutual problems.
The experience of your committee over 
a period of years indicates strongly that 
the successful coordination of activities 
depends upon this continuous practical 
effort from both the state societies and the 
Institute, rather than upon any theory of 
organization or the development of an 
ideal program, if indeed that could be 
done.
The problems and interests of mutual 
concern to the state societies and the In­
stitute change from time to time, and 
there is bound to be a corresponding 
change in activities and in day-to-day re­
lationships.
As we see it, therefore, the state so­
ciety service department should continue 
to be a flexible organization whose chief 
function is to facilitate the communication 
and exchange of ideas and information be­
tween the state societies and all of the de­
partments in the Institute. The big job 
is to provide the greatest usable amount 
of cooperation and coordination for the 
benefit of both the Institute and the state 
societies. This function will take on ever- 
increasing significance as the state so­
cieties grow in size and range of activities 
and the importance of keeping the pro­
gram tuned to these changing conditions 
must continue to be the foremost con­
sideration.
Respectfully submitted,
Clinton W. Bennett, Chairman
J. L. Bennett
T heodore S. Mauldin 
John F. Prescott 
J ohn M. Stoy 
Cyril Talbot 
W illiam H. Walker 
Paul K. Webster 
W allace W. W illard
April 10, 1950
Subcommittee of the Executive Committee 
on Relations with State Societies
To the Council of the
American Institute of Accountants
Gentlemen : At a meeting of the State 
Society Presidents at Los Angeles several 
questions were raised, and some sugges­
tions were made, as to how policies and 
activities of the state and national or­
ganizations of certified public accountants 
could be more effectively coordinated, 
how the Institute might be more helpful 
to state societies, and how the state so­
cieties might be more helpful to the In­
stitute.
These matters were discussed at the 
next meeting of the executive committee 
and their consideration immediately 
opened up very broad questions. The ex­
ecutive committee therefore appointed the 
undersigned as a subcommittee to make 
a study and report back later. The sub­
committee considered every aspect of the 
subject at an all-day meeting at which
the executive director and the director of 
the state society service department were 
present. Further extended discussion fol­
lowed a tentative report which was made 
to the executive committee meeting on 
February 27.
It was the sense of the executive com­
mittee that no ready-made pattern can 
provide a completely satisfactory organi­
zation of the accounting profession as a 
whole for the long future. It was resolved, 
however, that the question deserved the 
careful attention of the whole council. 
The subcommittee was therefore in­
structed to make this report for presenta­
tion to the council in an effort to elicit 
discussion which might indicate both 
long-range objectives and immediate steps 
which it would be practicable to take 
toward their achievement.
Acting in accordance with the execu­
tive committee’s instructions, this sub­
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committee has not attempted to present 
definite recommendations, but rather to 
raise questions to which members of the 
council may address themselves in dis­
cussion from the floor.
The General Problem
Everyone will agree that the ultimate 
objective is a pattern of organization 
which will accomplish the most useful 
results for certified public accountants 
throughout the United States. It seems 
quite clear that this requires effective or­
ganization at both national and local 
levels. Most of the work which the pro­
fession needs to have done divides itself 
quite naturally into activities appropriate 
to the national organization and activi­
ties which can best be carried out locally. 
But neither can be fully effective unless 
there is continuous interchange of infor­
mation and thorough coordination of 
policy and action. Extensive efforts to 
improve this coordination have been made 
during the last five or six years with some 
success, but the success cannot be con­
sidered entirely satisfactory.
The State Society Problem
As we see it, the main difficulty in de­
signing a uniform pattern under which 
the desired objectives might be achieved 
lies in the wide differences in size, finan­
cial resources, and extent of activity on 
the part of the various state societies. The 
larger societies are amply financed and 
well staffed and are able to do a continu­
ous and effective job in their own locali­
ties. The medium-sized state societies, 
some of which have adequate staff assist­
ance and some of which do not, are less 
likely to be active on all fronts. The 
amount of work they can undertake is 
limited. One or two major projects a year 
may be all they can handle. The smaller 
societies which have to rely entirely on 
volunteer workers are distinctly uneven 
in the intensity and scope of their activi­
ties, varying from year to year according 
to the personnel in office.
The smaller societies, as well as the 
medium-sized ones, seem to want as much
help as the Institute can give them in 
dealing with specific projects, but not too 
much material to read on too great a 
variety of subjects. Occasionally, they ask 
for on-the-spot assistance in dealing with 
legislative problems, publicity plans, and 
arrangements for meetings.
The larger societies want a different 
kind of service, including information on 
a variety of subjects, occasional advice, 
and cooperative action in specific in­
stances.
It is obvious that the Institute cannot 
provide a uniform service which will 
exactly fit the needs of all societies. So 
far as possible, it needs to be tailor-made 
to fit each situation.
The Institute's Problem
As the Institute grows larger, we find 
increasing difficulty in keeping in touch 
with the members in such a way as to 
give them a sense of participation in In­
stitute affairs and a feeling of personal 
identity with the national organization. 
Membership is now 15,000 and estimates 
indicate that it may be 30,000 in ten years.
The printed word must be relied on as 
the main medium of communication with 
most of the members. Personal contact 
is limited to the annual meeting of the In­
stitute, appearance of officers at regional 
meetings, and occasional speeches by 
officers and staff members at state society 
meetings.
It must be remembered that while the 
Institute is to some extent a service or­
ganization for state societies and indi­
vidual members, it must also fulfill the 
responsibilities of dealing effectively with 
national problems on a national scale. 
This means, under the present organiza­
tion, that the Institute must depend upon 
the state societies to carry out national 
projects in the various communities. In 
short, the relationship between the Insti­
tute and the state societies should involve 
obligations and responsibilities on both 
sides. Otherwise, Institute members in 
many parts of the country will fail to re­
ceive maximum benefits from the activi­
ties of the national organization.
One or two illustrations should help to
Subcommittee on Relations with State Societies 45
make this clear. Last year, for example, 
the council by unanimous resolution en­
dorsed the Tax Settlement Board Bill as 
a part of its broad program to protect the 
position of certified public accountants in 
tax practice. State societies were asked 
to pass similar resolutions, both as a 
means of obtaining nationwide publicity 
and in order to provide direct and effec­
tive contact from their home states with 
all members of Congress. Only 18 state 
societies, the Territory of Hawaii, and 8 
chapters of state societies passed such 
resolutions.
Another striking example is to be 
found in the booklet entitled The CPA 
Examination: Gateway to a Profession. 
This has been one of the most widely 
praised publications ever issued by the 
Institute. In addition to the 14,000 copies 
sent to members of the Institute, more 
than 20,000 copies have been distributed 
in response to requests from State Boards 
of Examiners, colleges and universities, 
accounting firms, and individuals. But 
only nine of the state societies have un­
dertaken to distribute this pamphlet. And 
the total number of copies distributed 
through state societies is 2,350. One 
thousand of these were ordered by a single 
state.
The two professional radio transcrip­
tions prepared by the Institute for use 
during the recent tax season furnish 
still another example. These transcrip­
tions met with an enthusiastic response. 
They were used by nearly 200 radio sta­
tions in 31 states and Hawaii. But this 
leaves 17 states in which they were not 
used at all, and in most of the states 
where they were used many communities 
having a substantial number of Institute 
members were not covered. Only six 
states arranged for six or more presenta­
tions, although New York was able to use 
35 transcriptions, Michigan 13, and Ala­
bama 10.
The desirability of full local utilization 
of Institute materials is by no means con­
fined to legislative and public relations 
matters. It is perhaps even more impor­
tant that the state societies should pro­
mote local discussion of accounting 
principles, auditing standards, and pro­
fessional ethics, and local implementation 
of policies agreed upon by the Institute 
and the state societies.
The Institute in its own efforts to ac­
complish results on a national scale also 
needs local support in its dealings with 
Congress, bankers, lawyers, and other 
groups.
Possible Solution
It is clearly both undesirable and im­
practicable for the Institute to attempt to 
form chapters in all the principal cities 
and towns of the country, to serve as its 
own local outlets. The activities of such 
chapters would overlap and conflict with 
those of state societies.
The suggestion has been made that the 
state societies might affiliate themselves 
with the Institute in some manner, but 
there are good reasons to doubt whether 
this step, being a change of form rather 
than substance, would provide any solu­
tion to the difficulties which now exist. 
It seems generally agreed that the state 
societies should retain their independence 
and continue as autonomous state or­
ganizations. They are now closely affili­
ated with the Institute in all but legal 
formality. The adoption of such formali­
ties would not answer the question of 
how to get the work done that needs to 
be done.
As more and more state societies ac­
quire full-time staff assistants, the possi­
bility arises that a good deal of effective 
coordination could be accomplished at the 
staff level. To this end it has been pro­
posed, and we ask the opinion of council 
on this particular suggestion, that the 
Institute staff arrange regional meetings 
of state society staffs once a year or 
oftener, at which information and opin­
ions could be exchanged on how to secure 
the most effective coordination in day-to- 
day activities. The Institute might be able 
to pay the expenses of state society staff 
members to attend such meetings if they 
could be held in centers where the travel­
ing costs would not be too onerous.
Many state societies, however, will not 
be able to afford full-time staff assistants 
for many years to come. Another sugges-
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tion is that groups of the smaller societies 
might combine to support a regional office 
staffed by an executive who would serve 
all the participating societies. This sug­
gestion may be worth scrutiny, but the 
question arises whether such an execu­
tive could effectively serve two or three 
or four or five masters; whether the soci­
ety which put up most of the money would 
get most of the service; whether the neces­
sity of covering a wide geographical area 
would limit the effectiveness of such an 
employed assistant.
It has been proposed from time to time 
that the Institute might open regional 
offices. We have not been able to obtain 
a very clear idea, however, of just what 
services such an office would render, or 
what work it could do that would justify 
the considerable expense involved.
Still another suggestion is that the In­
stitute add to its headquarters staff one 
or more individuals whose duty would be 
to travel continually among the state 
societies to maintain close personal con­
tact with their officers and staff. It is 
doubtful whether one, or even two or 
three persons, could effectively cover the 
entire country. It is also a question 
whether intermittent visits of this nature
• would be sufficiently effective to justify 
the expense. As it is, four or five of the
principal staff members in the headquar­
ters office are available for travel during 
a part of the year. Plans are now being 
made for trips this spring which should 
cover 25 or 30 cities. Suggestions as to 
how these trips could be made most use­
ful would be very welcome.
One proposal which might be immedi­
ately effective is that state societies ap­
point committees on cooperation with the 
American Institute of Accountants, one 
member of each committee to be in each 
city or town of importance in the state. 
The Institute might then nominate the 
same individuals as its regional repre­
sentatives, and communicate with them 
on matters which it was desired to bring 
to the attention of certified public ac­
countants in all communities as rapidly 
as possible.
It is suggested that the council discuss 
any or all aspects of these questions at 
some length, in order that the transcript 
of this meeting may provide a guide for 
future consideration.
Respectfully submitted,
Prior S inclair, Chairman 
J. W illiam H ope 
George E. Perrin
April 11, 1950
Committee on Accounting Procedure
To the Council of the
American Institute of Accountants
Gentlemen: Since its last annual re­
port to council the committee on account­
ing procedure has held a one-day meet­
ing, on November 18, 1949, and a two-day 
meeting, on January 13 and 14, 1950. Two 
additional two-day meetings have been 
scheduled, one for April 27-28, and the 
other, tentatively, for June 29-30, 1950. 
It will be noted that, in line with the rec­
ommendations of council a year ago, the 
committee has advanced its schedule of 
meetings by several months, the first meet­
ing being held about two weeks after the
commencement of the committee year. The 
purpose is to permit the issuance of bulle­
tins completed within the committee year 
and before the annual meeting of the 
Institute.
A summary of the activities of the 
committee during the past six months 
follows:
Accounting Problems Arising from 
Devaluation of Foreign Currencies
One of the more urgent tasks confront­
ing the committee had to do with account­
ing problems created by the major and 
widespread devaluations of foreign cur­
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rencies which occurred late in 1949. The 
committee did not consider it necessary 
to issue a formal bulletin but felt the re­
quests for advice could best be answered 
by means of a statement by the research 
department suggesting treatment for bal­
ance-sheet and income statement items 
where previously recommended pro­
cedures no longer seemed to be adequate.
Accordingly, after consultation with a 
special subcommittee of the committee on 
accounting procedure, such a statement 
was issued by the research department in 
November. In addition the statement re­
appraised and re-emphasized the more per­
tinent recommendations of Accounting 
Research Bulletin No. 4 which dealt with 
Foreign Operations and Foreign E x­
change.
Proposed Amendments to 
Regulation S-X
In keeping with the committee’s objec­
tive of maintaining mutually cooperative 
relations with government agencies, 
various committee members as individuals 
submitted to the Chief Accountant of the 
Securities and Exchange Commission 
comments and suggestions regarding his 
preliminary draft of an amended Regula­
tion S-X. While the committee itself did 
not make formal representations to the 
Commission, it has discussed certain 
points in the draft at length and has 
authorized the chairman to appoint a sub­
committee if it should seem desirable to 
discuss them directly with the Commission.
It may be reported that, at a recent 
conference which members of the Insti­
tute committee on relations with SEC had 
with the Chief Accountant of the Com­
mission and his staff, the latter indicated 
a willingness to recommend the exclusion 
from the new draft of Regulation S-X of 
new rules covering accounting principles 
if the committee on accounting procedure 
would carry through its expressed in­
tentions (1) in issuing bulletins of the 
type heretofore issued as “recommenda­
tions,” to state its views as “opinions,” 
and (2) to codify bulletins already 
issued and, here also, where appropriate,
to express its views as “opinions” rather 
than “recommendations.”
Accounting f or Pensions
A subject of major importance which 
has engaged a great deal of the com­
mittee’s attention during the last six 
months is the recent development of pen­
sion plans on a greatly extended scale.
Most of these new plans limit pen­
sions to those employees who retire dur­
ing the relatively short period for which 
the contract remains in force. Instead 
of being voluntary, the provisions are 
usually covered by agreements with 
labor unions.
The numerous accounting problems 
which result have been actively discussed 
by the committee and certain tentative 
conclusions reached. Representatives of 
the committee and the director of research 
have on several occasions discussed the 
subject with the Securities and Exchange 
Commission and its accounting staff.
As a result of these discussions the 
issues have been clarified. All parties are 
in agreement that the important terms of 
these pension contracts should be de­
scribed briefly in a footnote to the 
financial statements, with disclosure of 
the amounts charged or chargeable to in­
come. Likewise, there is substantial 
agreement that when an employee retires 
and has a right to a pension for the re­
mainder of his life a liability should be 
set up in the balance-sheet in an amount 
necessary to fund the obligation if the 
company is committed or intends to fund 
it; or equal to the amount actuarially 
computed as the present value of the 
pension, if the company is to carry its 
own pension liabilities.
The proposition has been advanced that 
even though a contract runs for only a 
short period and may never be renewed, 
it would be unrealistic to ignore the possi­
bility (or probability) of continuance of 
the plan beyond the term of the contract. 
Accordingly, it was argued that there 
should be disclosed in a footnote to the 
balance-sheet a company’s best estimate 
of the amount which would be necessary 
actuarially to fund all past service obliga­
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tions which would arise if the plan were 
to be continued indefinitely. However, 
future developments with respect to pen­
sion plans, the effect of proposed changes 
in federal old age benefits and other fac­
tors as yet indeterminate are of far- 
reaching importance; and in these cir­
cumstances the committee concluded that 
disclosure of such an estimate, on the 
assumption the plans are to be made 
permanent, could be inaccurate to a ma­
terial degree and might be misleading.
The committee believes that its exten­
sive consideration of the related problems 
and the exposure given to them in its con­
versations with the SEC will prove 
highly valuable if it seems desirable to 
issue a further bulletin on pension ac­
counting after the current pension situa­
tion is clarified.
Mergers
Subcommittees have developed con­
siderable useful material regarding cri­
teria distinguishing different types of 
business combinations and outlining some 
of the accounting principles involved. 
The research department has prepared 
drafts of a bulletin on the subject for com­
mittee consideration, the latest of which 
is in the hands of the members of the 
committee for discussion at its meet­
ing later this month. A very complex sub­
ject is involved and the committee recog­
nizes the need to proceed carefully.
Lifo Problems
Consideration has been given by the 
committee to a draft statement dealing 
with the application of the cost or market 
rule to L ifo inventories and the creation 
of reserves to replace L ifo inventories 
temporarily depleted. Substantial agree­
ment on principles seems to exist regard­
ing the first question but not the second.
Since the last report to council a sub­
committee has discussed with the chair­
man and other members of the Institute 
committee on federal taxation the tax im­
plications of these two questions. Various 
and varying opinions have been exchanged 
between the consulting parties and no
definite conclusions have been reached as 
yet. At the present time the subcommittee 
is awaiting a memorandum on the ques­
tions from one of the members of the 
committee on federal taxation. Whether 
or not a bulletin on these subjects will be 
published in the near future depends 
largely upon tax considerations and what 
may be done without impairing the Lifo 
status for tax purposes.
Restatements of Assets
After consideration by the committee 
of two somewhat detailed drafts on this 
subject, the research department was 
asked to prepare a revised draft to be 
based on a resolution with respect to de­
partures from cost adopted by the com­
mittee and published in the October, 1945, 
issue of The Certified Public Accountant. 
The committee has tentatively concluded 
that a short, general statement of the 
principles involved in restatements is pref­
erable to a more detailed discussion, and 
a short revised draft is now being con­
sidered by the committee. At the com­
mittee’s instance, the research department 
has also prepared a draft of an article 
summarizing as background the com­
mittee’s previous statements on the sub­
ject. After review by the committee it is 
intended to publish this article under the 
title “Departures from the Cost Basis” in 
a forthcoming issue of The Journal of 
Accountancy.
Essential Disclosures in
Financial Statements
Preliminary questions raised by the 
subcommittee dealing with this topic have 
been disposed of. The task of preparing a 
comprehensive statement on essential dis­
closures has been assigned to the research 
department and the subcommittee con­
tinuing as an advisory group.
Restatement of Accounting 
Principles
This project, which comprises an over­
all statement of the accounting principles 
contained in Accounting Research Bulle­
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tins issued to date, has now been turned 
over to the research department for 
further study and development. It is in a 
preliminary stage, and it has not yet been 
determined exactly what form the project 
will take. The research department has 
been in close collaboration with the sub­
committee, however, and a beginning has 
been made.
Policy Relating to Accounting 
Research Bulletins
Notes to Bulletins. One of the tasks 
assigned to the subcommittee on the re­
statement of accounting principles was 
that of reviewing the notes appearing at 
the end of the Accounting Research Bul­
letins for the purpose of determining 
whether any revision is desirable. Special 
consideration was given to Note 2 regard­
ing the nonretroactive nature of the bulle­
tins, as to which the SEC had requested 
clarification. The committee unanimously 
approved the subcommittee’s recommen­
dations that Notes 1 and 3 be left intact, 
but that the following revised wording 
be adopted for Note 2:
“Opinions of the committee are not in­
tended to be retroactive unless they contain 
a statement of such intention. They should 
not be considered applicable to the account­
ing for transactions arising prior to the pub­
lication of the opinions. However, the com­
mittee does not wish to discourage the re­
vision of past accounts in an individual case 
if the accountant thinks it desirable in the 
circumstances. Opinions of the committee 
should be considered as applicable only to 
items which are material and significant in 
the relative circumstances.”
Applicability of Bulletins. A subcom­
mittee has been appointed to consider 
the scope of the bulletins’ applicability, 
i.e., the extent to which they are in­
tended to be applicable to various types of 
economic entities. Questions have been 
raised whether Accounting Research 
Bulletins are to be considered applicable 
solely to business organizations, whether 
they are to be held applicable primarily 
to business organizations and only inci­
dentally to other organizations (such as 
hospitals and educational institutions), or 
whether they are applicable to all types
of organizations except investment trusts 
which were expressly excluded in Ac­
counting Research Bulletin No. 1.
These questions involve substantial 
matters of policy the answers to which 
may well determine the direction of, and 
delineate the area to be covered by, future 
committee opinions, as well as the pro­
jected restatement of prior bulletins. The 
subcommittee has given these matters 
careful study and has transmitted its rec­
ommendations to the committee for con­
sideration at the meeting to be held later 
this month.
General Review
Twice a year the committee makes its 
report to council and usually this deals 
with activities during the preceding six 
months’ period. Short-term reports of this 
character are hardly adequate to give an 
over-all picture of the progress that is 
being made and it seems appropriate from 
time to time to review the situation from 
a longer-range viewpoint.
Dealing first with form and termi­
nology, if one were to compare some of the 
financial statements of today with those 
of ten, or even five, years ago, the ac­
cumulation of a number of comparatively 
small changes would in some cases be so 
marked as to make them hardly recogniz­
able as the same document. Current liabil­
ities are deducted from current assets; the 
earnings statement not infrequently has 
assumed a single-step form; the terms 
“earned surplus,” “capital surplus,” and 
“reserve” have disappeared to a con­
siderable degree and the extent by which 
this change has taken hold in 1949 annual 
reports is quite remarkable; not even the 
titles of the statements have been immune.
We may not agree in regarding all 
these changes, some of them admittedly 
experimental, as improvements. But they 
do indicate a willingness to experiment 
and a search for improvement by the fi­
nancial managers of individual companies 
and their independent accountants. They 
reflect the dynamic nature of accounting 
development and are a sign of robust 
health.
Turning to accounting principles, the 
changes which have occurred during the
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last few years are no less remarkable and 
are even more far-reaching. Since the 
beginning one of the primary purposes of 
the committee has been to narrow the 
range of differences in the application of 
accounting principles and by so doing to 
make financial statements more useful and 
more comparable. In the interest of a fair 
presentation of earnings efforts have been 
made also to eliminate as far as possible 
discretionary or arbitrary determinations, 
particularly those related to the future, 
which are not susceptible of objective 
measurement. Major progress in this di­
rection has resulted from the series of 
bulletins dealing with reserves issued dur­
ing the last four years. These bulletins 
were entitled Accounting for the Use of 
Special War Reserves, Accounting Treat­
ment of General Purpose Contingency Re­
serves, Inventory Reserves, and Depre­
ciation and High Costs. Bulletin No. 35 
expressed the opinion further that the last 
item in the income statement should be 
the net income for the year, and this had 
the effect of removing as deductions at 
the foot of the income statement appro­
priations or reserves set up in anticipa­
tion of future events, a practice which 
had become quite common in 1947 and 
1948. In 1949 the committee went one 
step further and approved as an objective 
a recommendation of the subcommittee on 
terminology that reserves which are 
clearly segregations of retained income 
should be included as part of the stock­
holders’ equity.
By these successive bulletins the com­
mittee covered substantially the whole 
field of reserve accounting. Appropria­
tions, reserves, or charges set up to cover 
future events have been substantially 
eliminated from the determination of 
earnings. The many criticisms leveled at 
financial reporting, on the ground that 
net earnings reported for the year or the 
final figure on the income statement could 
be substantially affected by arbitrary de­
terminations or allowances for events 
which had not yet transpired, have been 
largely eliminated as a result. Increased 
confidence in financial reporting has re­
sulted.
During the last few years also there
seems to have been growing acceptance 
of some of the earlier bulletins which 
were the subject of controversy at the 
time they were issued. The suggestions 
contained in Bulletin No. 23 with regard 
to accounting for income taxes, for ex­
ample, have been increasingly accepted 
and adopted in practice, the major ob­
jection having been directed towards one 
of the suggested alternative methods of 
presentation rather than to substance. 
Bulletin No. 32, again, which expressed 
a preference for the "current operating 
performance” concept for the income 
statement (as distinct from the “all-inclu­
sive” concept) seems to have resulted in 
marked improvement by eliminating many 
of the inconsequential adjustments pre­
viously entered in the statement of re­
tained earnings (earned surplus) ; while 
permitting the exclusion from current 
operations of material items falling within 
certain criteria which would have the 
effect of distorting the results of current 
operations.
Bulletin No. 36 on accounting for pen­
sion plans issued in the fall of 1948 
turned out to be most timely in that the 
underlying philosophy had been sub­
stantially accepted and adopted before the 
major developments in the pension field 
which transpired a year or so later. While 
the principles of this Bulletin have not yet 
been accepted in the field of regulatory 
accounting, it is interesting to note the 
terms of a decision by the Public Service 
Commission of the State of New York 
handed down recently. In this decision, 
dated March 9, 1950, the Commission 
held that “upon the establishment of a 
pension plan, whether based on past or 
future services, or both, the entire charge 
becomes an operating expense, not an in­
come deduction or a charge to surplus.” 
The Commission, however, left for fur­
ther consideration the proper year in 
which the provisions made should be in­
cluded in operating expenses.
In one of the latest bulletins, No. 38 
issued in October, 1949, the committee ex­
pressed the opinion that there should be 
disclosure of material long-term lease 
commitments in the financial statements 
of lessees. This bulletin, like Bulletin No.
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35, was one of the most difficult bulletins 
to implement in practice, especially in 
those lines of business activity in which 
leases were most important. Nevertheless, 
it has been followed in a very large n ma­
jority of the cases to which it seems to 
have applied. This must be regarded as a 
strong indication of the influence of com­
mittee pronouncements.
The committee has not hesitated to face 
up to difficult and pressing problems. The 
road has not been an easy one. The com­
mittee does not operate in an ivory tower; 
its members, too, are on the firing line and 
are continuously being challenged for 
their participation in some bulletin which
a particular client may not like. The 
authority which the bulletins have at­
tained by their general acceptance, and 
the resulting progress which is being 
made, must be regarded as a tribute to 
the self-discipline and cooperation of the 
members of the organized accounting pro­
fession. The committee is most conscious 
of the support it receives. This only 
serves to accentuate its responsibility and 
to intensify its efforts to move in the 
right direction.
Respectfully submitted, 
Samuel J. Broad, Chairman
April 19, 1950
Committee on Auditing Procedure
To the Council of the
American Institute of Accountants
Gentlemen: The period since the last 
report by the committee on auditing pro­
cedure has been one of considerable ac­
tivity on behalf of the accounting profes­
sion. One all-day meeting of the commit­
tee was held in December, at which plans 
for the committee’s program of activities 
during the coming year and a variety of 
auditing problems were discussed. Since 
then, committee members acting as sub­
committees and as individuals have con­
tributed a great deal of time and effort 
to the wide variety of projects which the 
committee has undertaken.
We are pleased to report that four new 
case studies, two on internal control and 
two on auditing, have been completed 
and will be in the hands of members 
shortly. It is anticipated that more case 
studies of both types will be issued before 
the end of the fiscal year. In addition, pre­
liminary steps have been taken looking 
to a possible restatement of the commit­
tee’s Statements on Auditing Procedure 
and to revision of the pamphlet, Audit of 
Savings and Loan Associations. Members 
of the committee have also taken part in 
advising the research department in the * 
preparation of the forthcoming pamphlet, 
Audits by Certified Public Accountants, 
and in contributing to a proposed booklet
presenting samples of long-form reports, 
to be published by the research depart­
ment later this year. These projects, as 
well as others on which the committee is 
engaged, are discussed briefly in the fol­
lowing comments.
Cose Studies in Internal Control
The committee plans to issue a special 
series of three case studies illustrating 
the manner in which accountants have 
evaluated internal control and applied 
their findings in specific situations. Two 
have been completed and are now being 
mailed to all Institute members. The titles 
of these case studies, both of which deal 
with first audits, are:
No. 1—The Textile Company
No. 2—The Machine Manufacturing 
Company
The third of the series is still in prepa­
ration but will be issued as soon as com­
pleted. It will deal with a case in which 
previous audits and examinations of in­
ternal control have been made.
Despite the importance of a review of 
the system of internal control in the selec­
tion and application of auditing pro­
cedures, there is still a great deal of un­
certainty among accountants as to just 
how a satisfactory review can be made. 
It is expected that these case studies will
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assist materially in dealing with the prob­
lem.
Case Studies in Auditing Procedure
The committee is continuing its pro­
gram of obtaining and publishing Case 
Studies in Auditing Procedure illustrat­
ing the procedures actually employed in 
the audits of a variety of types of busi­
nesses. Two manuscripts have been com­
pleted and will be turned over to the 
printer in the next few days. It is ex­
pected they will reach the membership 
in May. They deal with:
No. 8.—A Steel Fabricating Company
No. 9—A Small Restaurant
Because both of these case studies are 
considerably shorter than previous ones, 
it is planned to issue the two of them in 
one booklet. However, their brevity does 
not detract from their value. These are the 
first of a series of case studies dealing 
with the audits of small businesses and 
are therefore expected to be particularly 
useful to the large proportion of the In­
stitute membership whose work is con­
cerned primarily with such small organ­
izations. The committee has five more 
manuscripts which are being reviewed or 
are being revised by the authors, and 14 
other manuscripts have been promised 
but have not as yet been received. It is 
hoped that a good number of these can be 
completed and published during the com­
ing months.
Reports by Accountants Who 
Have Kept Books
The question whether an accountant 
may appropriately express an opinion on 
financial statements when he has kept the 
client’s books, was discussed at considera­
ble length by the previous year’s com­
mittee. This question has received further 
consideration by the present committee, 
and while it agrees with last year’s com­
mittee that the accountant is not neces­
sarily lacking in independence simply be­
cause he has kept the books and that he is 
entitled to express an opinion on the fi­
nancial statements if he has made a satis­
factory audit, no decision has been reached
as to the necessity of disclosing in his re­
port the fact that he kept the books. At 
present a substantial majority of the com­
mittee is inclined to believe that such dis­
closure is not necessary if in the circum­
stances of a particular engagement the 
accountant considers himself independent. 
Those committee members feel that keep­
ing the books does not have sufficient 
bearing on the accountant’s independence 
to require disclosure in his report; that 
declarations in the report with respect to 
independence should be limited to the types 
of conditions set forth in the Institute 
rules of professional conduct as indicating 
possible lack of independence (e.g., sub­
stantial financial interest). It is their 
view that even when those conditions exist, 
there are circumstances in which the ac­
countant might reasonably consider him­
self independent, and that he would be 
entitled to express an opinion, but they 
feel the user of the report should be put 
on notice as to the existence of the un­
usual conditions.
This question will be considered further 
by the committee and will be discussed 
with the committee on professional ethics.
Revision of Savings and
Loan Pamphlet
The attention of the committee has been 
directed to the fact that the pamphlet, 
Audit of Savings and Loan Associations, 
contains no information or recommended 
methods and practices with respect to 
checking inactive savings accounts, check­
ing property improvement and repair 
loans, and checking construction loans. 
Accordingly, it was suggested that the 
committee consider revising the pamphlet 
to cover these and any other points which 
are not adequately covered. A subcom­
mittee of three has been appointed to con­
sider this question in cooperation with 
representatives of the United States Sav­
ings and Loan League and will report to 
the committee at its next meeting.
Force of Statement No. 23
At the time Statements on Auditing 
Procedure No. 23 (Revised)—Clarifica­
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tion of Accountant's Report when Opinion 
Is Omitted was issued, it was assumed that 
the recommendations contained in the 
Statement would be covered under Rule 
5 of the Institute rules of professional 
conduct. A careful reading of Rule 5 re­
veals, however, that it is addressed to cir­
cumstances in which the accountant in­
tends to express an opinion on the state­
ments he has examined. Since Statement 
No. 23 deals with reports where an opinion 
is omitted, it may ultimately be necessary 
to amplify Rule 5.
This committee has discussed the desir­
ability of recommending such action to the 
committee on professional ethics, but it 
is the consensus that the profession 
should be given further time in which to 
adapt its practice to the requirements of 
Statement No. 23. Accordingly, this com­
mittee has deferred further consideration 
of the matter until a later date. It should 
be noted that it was not until three years 
after “Extensions of Auditing Procedure” 
was approved by the membership that the 
statement was incorporated in the rules 
of professional conduct.
It is the view of the committee that 
adoption of Statement No. 23 by the mem­
bership constituted an expression of ac­
ceptance of an auditing standard of report­
ing. Accordingly, the committee believes 
that an accountant may not in good faith 
hereafter consider an engagement to have 
been completed in accordance with gen­
erally accepted auditing standards if he 
has ignored Statement No. 23 in drafting 
his report.
Restatement of Statements on 
Auditing Procedure
As reported previously, the committee 
has agreed that it should take some action 
to enable users of Statements on Auditing 
Procedure to determine more readily the 
committee’s views on the various subjects 
discussed in the statements. It has had 
considerable difficulty in finding a satis­
factory method of dealing with the ques­
tion, but after further study a subcom­
mittee of five has been appointed to pre­
pare a draft of the document for the com­
mittee’s review. It is contemplated that
the proposed restatement, when issued, 
will supersede the Statements on Auditing 
Procedure issued to date. The subcommit­
tee is now actively engaged on the project, 
but it should be understood that it will take 
considerable time and effort.
Clarification of Statement No. 12
The committee has discussed at con­
siderable length the question whether 
Statement No. 12 should be interpreted 
as requiring the accountant to qualify 
the opinion paragraph of his report, as 
well as the scope paragraph, when the 
procedures recommended in Extensions 
of Auditing Procedure are practicable 
and reasonable but have not been em­
ployed, the accountant having satisfied 
himself by other means. No decision was 
reached on this question but there is con­
siderable support among committee mem­
bers for the view that an opinion can be 
given if the alternative procedures are sub­
stantially the equivalent of the recom­
mended procedures. This question has 
been referred to the subcommittee on the 
proposed restatement of Statements on 
Auditing Procedure for further study and 
clarification in the proposed restatement.
Proposed Audit Pamphlet
Copies of a revised draft of a proposed 
pamphlet, Audits by Certified Public Ac­
countants, prepared by the research de­
partment to assist bankers and other lay­
men to gain a better understanding of the 
auditor’s responsibilities and procedures, 
have been circulated to committee members 
for their comments. Numerous sugges­
tions for improving the pamphlet have 
been made and a final draft has been com­
pleted by the research department. It 
is expected that this pamphlet will be in 
the hands of the membership before the 
end of the month.
Booklet on Long-Form Reports
As an aid to some of our members, 
particularly the smaller practitioners, 
the research department is planning to 
issue a pamphlet containing a number of
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actual long-form reports. It is believed 
such a pamphlet will be helpful by sug­
gesting the kind of information that might 
be contained in detailed reports and pos­
sible variations in their form, arrange­
ment, and language.
It is not the research department’s in­
tention that these reports should be pre­
sented as models to be followed verbatim, 
but rather to reproduce reports by enough 
different members of the Institute to give 
some of our less experienced members a 
few helpful ideas. Our more experienced 
members may also find it helpful. All re­
ports will be disguised so as not to iden­
tify the client or the accountant, but the 
form and content of the report will be re­
tained.
Individual members of the committee, 
along with other members of the Institute,
are providing examples of long-form re­
ports which they have issued. We believe 
this project will fill a need long-felt among 
many practitioners in the accounting pro­
fession for a ready guide in the prepara­
tion of detailed reports.
Next Meeting
The next meeting of the committee is 
scheduled for the latter part of May, at 
which time it is expected that further steps 
will be taken to carry forward the progress 
of these projects.
Respectfully submitted,
Alvin R. J ennings, Chairman
April 11, 1950
Business Income Study
To the Council of the
American Institute of Accountants
Gentlemen : Since my report to coun­
cil last fall the page proof of Mr. Bron­
fenbrenner’s manuscript on “Concepts of 
Income from the Standpoint of Mone­
tary Theory” has been distributed to all 
members of the Study Group.
The manuscript of Sidney Alexander 
has been revised following suggestions of 
Solomon Fabricant, who is preparing an 
introduction to both monographs which we 
hope to print together this spring. They 
will be circulated to all members of the 
Institute.
An all-day meeting of the group was 
held on December 3, 1949, and the record 
of the proceedings has been distributed to 
the members of the group. Since they may 
have some general interest it is proposed 
to have them printed also but with a more 
limited distribution, possibly to members 
of council and the committee on account­
ing procedure. It is proposed to hold 
another meeting of the full group on May 
13 and any members of council who are in­
terested will be welcome.
Since my last report of August 31, 1949, 
the expenses of the group, less sundry 
contributions received and proceeds of the 
sale of pamphlets, have amounted to 
$5,822.82, and we have $11,746.71 unex­
pended balance in the fund at February 28, 
1950. Both the Institute and the Rockefel­
ler Foundation have agreed to extend the 
period during which these funds can be 
expended by one year so as to allow addi­
tional time to complete the study and 
publish the proceedings. I hope that my 
final report can be submitted at council 
meeting next spring.
Respectfully submitted,
Percival. F. Brundage, Chairman
April 11, 1950
Committee on Cooperation with Bankers
To the Council of the
American Institute of Accountants
Gentlemen : Since the last meeting of 
the council, your committee on coopera­
tion with bankers held a meeting with the 
committee on cooperation with public ac­
countants of the Robert Morris Associ­
ates. The meeting was held in New York 
City and was attended by most of the 
members of both committees.
Our committee was advised that the 
committee of the Robert Morris Associ­
ates is working on the preparation of a 
pamphlet entitled “What a Banker Wants 
in an Audit Report for Credit Purposes.” 
It is understood that the pamphlet is to be 
directed to bankers’ customers and that 
its principal objective is to bring about 
better understanding as to the informa­
tion which should be included in a report 
submitted for credit purposes. Your com­
mittee made certain suggestions with re­
spect to the content of this booklet, and 
offered to assist in any way that the com­
mittee of the Robert Morris Associates 
felt we could be of help.
Discussions at the meeting developed 
the fact that a great deal of educational 
work is required among both public ac­
countants and bankers to implement the 
general observance of the provisions of 
Statements on Auditing Procedure No. 
23 (Revised). The representatives of the 
bankers were quite interested in this 
statement, and indicated a desire to do all 
they could to bring about its general ob­
servance. The statement was printed in 
the January, 1950, issue of the Robert 
Morris Associates’ monthly Bulletin.
The bankers at our meeting pointed out 
that generally accepted auditing standards 
and procedures are not fully observed by 
the accounting profession. They referred 
to a Michigan study, in which 270 audit 
reports were reviewed by four banks. It 
appears that this study showed a very 
substantial proportion of failures on the 
part of accountants to follow the standard 
procedure of physical observation of in­
ventories or the confirmation of receiv­
ables and, notwithstanding the materiality 
of such items, failed to qualify their re­
ports. It was also pointed out that 40 per 
cent of the reports contained neither an 
opinion nor a disclaimer of an opinion 
and therefore contravened Statement on 
Auditing Procedure No. 23. The bankers 
asked our committee what policing or dis­
ciplinary procedure the accounting pro­
fession can set up which will bring about 
compliance with the standards already 
enunciated, and indicated their earnest de­
sire to assist.
The representatives of the bankers in­
dicated their concern over the efforts that 
are being made in some quarters to pass 
legislation in the various states which 
would lower the standards of accounting 
practice. They are not in a position to 
take any effective action as an organiza­
tion, but suggested that in the individual 
states the assistance of bankers to help 
protect and maintain a high level of ac­
counting standards might be obtained. 
They suggested they would be willing to 
include information in their monthly 
bulletin on the subject.
In the February, 1950, issue of the 
Robert Morris Associates’ Bulletin, an 
article by Carman G. Blough, director of 
research of the Institute, was published 
under the title, “Banks Can Help Clarify 
Auditors’ Reports.” A similar article is 
in preparation for publication in Credit 
and Financial Management, the monthly 
publication of the National Association of 
Credit Men. The public relations depart­
ment is rewriting this material with a 
view to having it published in the maga­
zines of other interested groups. Also, the 
executive director and the director of re­
search met with officials of Dun & Brad- 
street with a view to familiarizing them 
with the position of the accountants as set 
forth in Statement No. 23.
The booklet entitled Audits by Certified 
Public Accountants, which has been in 
preparation by the research department
55
56 April 1950 Reports to Council
of the Institute and which is designed to 
discuss the nature and characteristics of 
financial statements and outline the certi­
fied public accountant’s responsibilities in 
reporting upon them, has gone to press. 
This pamphlet was prepared primarily to 
meet the needs of bankers and other credit 
grantors for a summary of the basic con­
siderations usually involved in making 
audits of small and medium-sized manu­
facturing or mercantile companies. It is 
expected that copies of this pamphlet will 
be sent to every bank in the country.
Respectfully submitted, 
Paul Grady, Chairman
April 11, 1950
Committee on Stock Brokerage Accounting
To the Council of the
American Institute of Accountants
Gentlemen: The committee on stock 
brokerage accounting has held joint 
monthly meetings with the committee on 
stock brokerage accounting of The New 
York State Society of Certified Public 
Accountants.
Your committee has decided to hold a 
technical session on the afternoon of Octo­
ber 4, 1950, during the annual meeting 
to be held at Boston, and has received 
approval to do so. Members of the Soci­
ety’s committee will take part.
Arrangements have been made with 
representatives of Securities and Ex­
change Commission, New York Stock 
Exchange, New York Curb Exchange, 
Board of Trade (Chicago), and National 
Association of Securities Dealers to par­
ticipate in the technical session. The rep­
resentative of Securities ,and Exchange 
Commission has indicated that he will 
concern himself with his experiences in 
respect of the filing of Form X-17A-5 
and the related rule. Other representa­
tives have not as yet indicated the sub­
ject matter of their proposed papers. 
Further arrangements will be made to 
assure a successful technical session.
Respectfully submitted,
Frederick W. W ulfing, Chairman
April 11, 1950
Committee on Professional Ethics
To the Council of the
American Institute of Accountants
Gentlemen : Since its election last 
November, the committee on professional 
ethics has held one full meeting on April 
16, 1950. Most of the work of the com­
mittee has of necessity been carried on 
by correspondence.
Analysis of Cases
49-5. A simultaneous complaint was 
made to the Institute and to the local 
state society of certified public account­
ants and the state board of accountancy, 
by an attorney at law, charging that a 
member had acted in an unprofessional 
manner regarding his fee in connection 
with a tax case. The state board held a 
formal hearing on the charges and found 
that the evidence presented did not war­
rant suspension or revocation of the 
CPA certificate held by the member con­
cerned. The grievance committee of the 
state society of certified public account­
ants subsequently reported that after a 
review of the testimony at the hearing, 
the society had decided not to proceed 
further in the matter and to close its
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file. In view of the action of the state 
society, the Institute’s committee re­
solved to close its file in the case.
49-7. The committee is awaiting action 
by the state society of certified public 
accountants, in connection with indict­
ment of a certified public accountant, 
whose partners are members of the In­
stitute, on charges of forgery and con­
spiracy. The society is holding the mat­
ter in abeyance until legal action has 
been completed in the courts.
49- 11. A complaint was made to the 
committee that a firm of certified public 
accountants, partners of which are mem­
bers of the Institute, had submitted bids 
for the audit of a client served by an­
other public accountant in a state where 
the rules of professional conduct of the 
state society of certified public account­
ants prohibited competitive bidding for 
professional engagements. The commit­
tee has the case under consideration.
50- 1. The committee received a com­
plaint charging a member of the Insti­
tute with violation of the rules of pro­
fessional conduct, in that his firm had 
allegedly solicited the clients of another 
public accountant. The committee has re­
ceived an explanation from the member 
concerned, and in accordance with es­
tablished precedent, is awaiting a report 
from the state society of certified public 
accountants, which has also had the mat­
ter under consideration, before making 
final disposition of the case.
50-2. A simultaneous complaint was 
sent to the Institute and to the local state 
society of certified public accountants, 
charging that a member had permitted 
his firm to make an audit under a trust 
agreement for a cooperative housing de­
velopment, of which the member was a 
managing trustee, although the terms of 
the trust agreement specifically required 
that the audit be made by an independent 
auditor. The committee closed the file 
after being informed that the member had 
withdrawn from the engagement.
50-3. The committee is investigating a 
complaint received from village trustees, 
charging that a member had made im­
proper audits of the village accounts. 
After study of the case the committee
found there were no grounds for the com­
plaint.
50-4. A complaint was received by the 
committee charging that a member of 
the Institute had directed a letter on his 
firm’s stationery to the client of another 
public accountant, concerning a financial 
report service which he conducted. The 
committee’s attention was also directed 
to a press release announcing that a 
contract had been signed with the firm 
in question for this service. On the basis 
of an explanation from the member con­
cerned the case was closed.
50-5. Complaints have been received 
from two different sources charging 
solicitation of the clients of other public 
accountants by a firm of public account­
ants, partners of which are members of 
the Institute. The matter has also been 
brought to the attention of the appropri­
ate committee of the state society of 
certified public accountants. The com­
mittee, in accordance with established 
precedent, is withholding action, until 
being informed of the society’s findings 
in the case.
50-6. A complaint was made to the 
committee that a member of the Insti­
tute was using window display lettering 
on his outside office window, which has 
been ruled by the committee to consti­
tute advertising. This matter was also 
brought to the committee’s attention by 
the appropriate committee of the local 
state society of certified public account­
ants which had the matter under con­
sideration. The member concerned was 
asked for an explanation. In view of his 
assurance that the lettering in question 
had been removed and the offense would 
not be repeated, and a report from the 
state society that the matter had been 
adjusted to its satisfaction, the commit­
tee closed its file in the case.
50-7. The committee is investigating 
complaints that a firm of public account­
ants, partners of which are members of 
the Institute, had inserted newspaper ad­
vertisements that were in violation of 
Rule 10 of the rules of professional con­
duct.
50-8. The committee’s attention was 
called to newspaper advertisements of a
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firm of public accountants, one of the 
partners of which is a member of the 
Institute, which were in violation of Rule 
10 of the rules of professional conduct, 
since there was no reference to change 
of address or personnel of firm. The 
committee requested an explanation from 
the member concerned, and in view of 
his assurance that there would not be a 
recurrence of advertising by his firm, 
closed the file in the case.
50-9. A simultaneous charge of solici­
tation of the client of another public ac­
countant by the partner of a member 
of the Institute was made to the Insti­
tute committee and to the appropriate 
committee of the state society of certified 
public accountants. The committee re­
ceived an explanation from the member 
concerned and a report of the action of 
the state society in the matter. In view 
of the fact that the complaint had been 
adjusted to the satisfaction of all parties 
concerned, the committee closed its file 
in the case.
50-10. A complaint was made to the 
committee that the client of another pub­
lic accountant had received a form letter 
addressed to officers and board of di­
rectors, sent out over the name of a 
member of the Institute, offering for sale 
a complete analysis of Section 102 of 
the Internal Revenue Code. A return 
card, starting with the words, “We are 
interested in your information concern­
ing Section 102 of the Internal Revenue 
Code, and how you can assist us in our 
corporation,” was also enclosed with the 
form letter sent to the client in question. 
The member concerned has been asked 
for an explanation.
50-11. The committee received a com­
plaint from a member of the Institute, 
charging that the annual report of an 
affiliated company of one of his clients, 
prepared by a firm of public accountants, 
partners of which are members of the 
Institute, was not in accordance with 
generally accepted accounting principles. 
The complainant declined the committee’s 
request for a complete copy of the report 
in question. The case has therefore been 
closed.
50-12. The committee investigated a
complaint charging a member with the 
solicitation of the client of another public 
accountant. The member concerned sub­
mitted an explanation which satisfied the 
committee that the complaint was without 
merit. The file has been closed.
50-13. A simultaneous complaint was 
made to the Institute and to the state 
society of certified public accountants, 
charging a member of the Institute with 
solicitation of the client of another public 
accountant. In accordance with estab­
lished precedent, the Institute committee 
is awaiting disposition of the matter by 
the state society before taking action.
50-14. The committee is awaiting the 
outcome of a trial in which a member 
of the Institute is charged with violation 
of the national stolen property act.
Summary of Inquiries and 
Responses
Q. One of our largest clients has of­
fered to sell to our accounting firm, 200 
shares of their capital stock, which is 
closely held. Such 200 shares would not 
be a material interest in the total out­
standing capital stock of the company. 
None of the stock is listed on any stock 
exchange. Would we violate any of the 
rules of professional conduct if we ac­
quired this particular stock?
The president of the company in ques­
tion has also asked me if I would be 
willing to become a member of the board 
of directors of the company at the time 
of his retirement within the next two 
or three years. If I were to become a 
member of the board of directors, would 
my accounting firm be in a position to 
make the annual audits and certify the 
company’s financial statements?
A. Under Rule 13 of the rules of pro­
fessional conduct, you could own a sub­
stantial financial interest in a client com­
pany and still certify the financial state­
ments of the company, if in your report, 
you disclosed such interest, provided the 
company is not financed, in whole or in 
part, by public distribution of securities.
With respect to the question of dual 
service as a director-auditor, while there
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is no rule prohibiting such dual relation­
ship, in the opinion of the committee, it 
is generally unwise to serve as auditor 
of a commercial enterprise, organized for 
profit, and at the same time serve as in­
dependent auditor of the company, and 
that in any case, the facts as to the dual 
relationship should be disclosed.
*
Q. Our partnership is in the process of 
dissolution. Would it be a violation of 
the rules of professional conduct to send 
announcements of the dissolution to in­
dividual acquaintances, lifelong friends, 
who are serviced by other public ac­
countants ; and also, if the occasion arose, 
after dissolution, to send such notices 
to the clients retained by the other party 
under the dissolution agreement?
A. Under the wording of Rule 7 of 
the rules of professional conduct, an­
nouncements should be restricted to 
clients and personal friends. The ques­
tion of whether notices should be sent 
to clients retained by the other member 
of the firm would be governed by the 
dissolution agreement between partners.
*
Q. The opinion of the committee is 
requested in the following hypothetical 
case:
Smith Trust Company has been ap­
pointed as trustee of a trust known as 
Trust A, and secures its authority and 
powers from a group of managing trus­
tees. John Doe, partner of the firm of 
Jones & Company, CPAs, is one of the 
managing trustees. The managing trus­
tees have engaged Jones & Company to 
audit the books and accounts of the 
trustees and the managing trustees, such 
audit to be forwarded to the beneficiaries 
under the trust. Would the firm of Jones 
& Company be considered independent 
in its relations to the trustee, the Smith 
Trust Company, and the managing trus­
tees, in view of the fact that the audit 
report is intended to convey information 
to the beneficiaries?
A. The proposal outlined would not 
violate the Institute rules of professional 
conduct. However, attention is directed 
to the following interpretation of the
question quoted from John L. Carey’s 
book, Professional Ethics of Public Ac­
counting :
“Auditor-Voting Trustee
“A certified public accountant should not 
serve simultaneously as voting trustee and 
independent auditor unless the peculiar 
terms of his appointment and his duties as 
trustee clearly remove the possibility of 
conflict with his duty as independent auditor.”
*
Q. Would a letter sent out by a mem­
ber of the Institute on his firm stationery, 
urging accountants to become members 
of a tax organization, be considered ad­
vertising within the rules of professional 
conduct ?
A. There is no violation of the rules 
of conduct since the communication in 
question was directed to members of the 
accounting profession.
*
Q. Would widespread distribution of 
a book outlining the history and accom­
plishments of an accounting firm by the 
firm in question be considered a viola­
tion of the rules of professional conduct?
A. Inasmuch as distribution of the 
book in question was limited to one each 
for all of the officers and directors of 
the corporations audited by the account­
ing firm, all members of partnerships 
audited by them, individual bankers who 
were personal acquaintances, lawyers 
with whom partners of the accounting 
firm were acquainted or had worked with 
on accounting engagements, and to per­
sonal friends of the partners, the com­
mittee believes that the method used in 
distribution of the book was proper.
*
Q. It is my desire to specialize in the 
field of estate planning. In addition to 
my accounting background, I am plan­
ning a thorough course of study in law 
and life insurance which will take ap­
proximately five years. I intend to work 
in conjunction with attorneys and life 
underwriters, and do not intend to en­
croach on their fields. What ethical and 
legal limitations would be placed upon 
my services and can I let it be generally
known that I am specializing in this
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field which is not entirely an accounting 
service ?
A. There is nothing in the Institute 
rules of professional conduct which 
would prohibit you from undertaking the 
work described in your inquiry in con­
nection with estate planning. You should, 
however, exercise caution in the con­
duct of your practice in this new field.
•
Q. Several civic luncheon clubs make 
a practice of having one member spon­
sor each weekly meeting. Pre-meeting 
announcements are usually mimeo­
graphed on the letterhead of the firm of 
the sponsor and mailed in his firm’s 
envelopes. Although occasionally remarks 
are made about the member in question, 
these are not in the nature of advertising 
for his firm. Would it be a violation of 
the rules of professional conduct for a 
firm of CPAs to allow its letterheads 
and envelopes to be used in this man­
ner?
A. There is no objection to the prac­
tice of sending occasional announcements 
of weekly meetings by a service club 
on firm stationery.
*
Q. Would it be a violation of the rules 
of professional conduct if a member’s 
wife were to be made local representa­
tive of a reputable correspondence ac­
counting school if the member were to 
act in an advisory capacity only? Would 
the opinion be different if the member 
became direct representative of the cor­
respondence school, maintaining a sepa­
rate office for this purpose and making 
no reference to CPA status in contact 
with prospective students, except upon 
direct inquiry?
A. There would be no violation of the 
rules of professional conduct if the wife 
of a member of the Institute were to ob­
tain local representation of a correspond­
ence accounting school. It would also be 
proper for a member to use his name 
as representative of a correspondence 
accounting school under the circum­
stances described. *
Q. Our firm is listed in the local
classified telephone directory in a state 
where we have done considerable work 
for the past 20 years, under the heading 
“Accountants—Certified Public,” al­
though all three partners are certified 
in another state and the address shown 
is that of our office in the other state. 
The local state society in the state where 
the directory is published has informed 
us that due to this listing, we may be 
representing ourselves as CPAs of that 
state. Would you please advise us regard­
ing the propriety of such a listing?
A. The listing of a firm name in the 
classified section of a telephone directory 
under the heading “Certified Public Ac­
countants” when all partners are not 
certified public accountants of the state 
in which the directory is published, would 
be considered misleading and a viola­
tion of the spirit of Rule 10 of the Insti­
tute rules of professional conduct.
*
Q. We are an accounting firm com­
posed of two partners, both CPAs. We 
contemplate organizing a new partnership 
composed of both partners and one staff 
member, to conduct business surveys and 
systems work, while at the same time 
continuing our public accounting firm. 
Would such a procedure be in violation 
of the rules of professional conduct, pro­
viding the new firm were not at any time 
designated as certified public accountants, 
and would there be any objection to 
incorporating the new company ? The 
business will occupy separate quarters 
from those of the public accounting firm, 
and will use a firm name of “Business 
Surveys and Systems.”
A. There is nothing in the rules of 
professional conduct to prevent a mem­
ber from forming a partnership with 
noncertified public accountants to carry 
out accounting and system work. It is 
very important that such a partnership 
comply with Rule 15 of the rules of pro­
fessional conduct which provides that 
“A member of the American Institute of 
Accountants engaged in an occupation 
in which he renders services of a type 
commonly rendered by public account­
ants, must observe the by-laws and rules
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of professional conduct of the Institute 
in the conduct of that occupation.” Spe­
cial attention is called to Rules 1, 10, 
and 11, which would have to be strictly 
complied with. The use of an impersonal 
name for a partnership was dealt with 
by the committee several years ago in 
the following memorandum:
“The purpose of this memorandum is to 
indicate the principles that should be ob­
served by certified public accountants in 
partnership in choosing a firm name and 
style for the partnership.
“The name of a firm of practicing account­
ants should denote a personal association. 
Such a firm should not adopt for its name 
any non-personal or misleading title. A cor­
porate form of name would not be appro­
priate as the name of a firm of professional 
accountants.
“Inclusion in the firm name of the name 
of a former partner or former partners has 
been held by the council of the American 
Institute of Accountants to be entirely ap­
propriate.” *
Q. I have been approached by a sales­
man of a bookkeeping service, not an 
accountant, to act as his professional 
adviser when technical problems arise. 
This person will make all contacts to 
complete sales, and will call me in to 
assist his customer in starting with the 
system. He will no doubt inform his 
prospective customers that he has a CPA 
assisting him and available for special 
problems. This party would be another 
client to me. I would have no investment 
in the business nor would I be considered 
a partner. My fee might be based on a 
percentage of gross income or might 
be based on an hourly rate. Would this 
sort of arrangement violate any of the 
rules of professional conduct?
A. The arrangement proposed might 
place you in the position of having the 
bookkeeping service indirectly solicit 
business for you, and might therefore be 
a violation of the rules of professional 
conduct. Your attention is directed to 
Rules 3, 7, and 15.
*
Q. I have a considerable number of 
clients in a town about 55 miles from 
my office, where I normally spend four
to six days a month and maintain a room 
in an office building, which is open only 
when I am there. There are no CPAs or 
public accountants maintaining offices in 
this town, as far as I know, although 
other accountants do work there. Numer­
ous times people have been interested in 
contacting me, but did not know when I 
was going to be in the town in question. 
In order to inform my clients and pros­
pective clients, would it be a violation of 
the rules of conduct to insert in a weekly 
paper there, an announcement in substan­
tially the following form:
The office of 
JOHN DOE
Certified Public Accountant 
100 Brown Building 
Will be Open 
March 4-8
A. The proposed notice would be a 
violation of Rule 10 of the Institute rules 
of professional conduct.
*
Q. One of the staff members of our 
firm, a certified public accountant, is a 
systems specialist, who devotes almost all 
his time to system installation and im­
provement. We would like your opinion as 
to a telephone directory listing under 
the certified public accountants section as 
follows:
John Doe 
Systems Analyst
Equitable Building Capital 1653
A. A telephone directory listing under 
the classification of “Certified Public Ac­
countants” is sufficiently informative re­
garding the work of certified public ac­
countants without adding specialized 
designations. The designation of a mem­
ber of the Institute as a “Systems Ana­
lyst” under the classification of “Certified 
Public Accountants” in a telephone di­
rectory would be a violation of Rule 
10(b) of the rules of conduct. The com­
mittee has rules that a member may list 
his name in a telephone directory under 
other classifications such as “Systems 
Analyst” if the directory has such listings.
Q. Is it proper for an accounting firm
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listing itself in the telephone directory 
and practicing as “Certified Public Ac­
countants” to own and operate an “In­
dustrial Engineering Department” and as 
such to render industrial engineering serv­
ices to the clients of other certified public 
accountants not owning and operating a 
like “Industrial Engineering Depart­
ment?” Is the practicing of industrial 
engineering simultaneously with the prac­
tice of public accounting under the same 
name and within the same office contrary 
to Rule 4 of the Institute rules of pro­
fessional conduct ? In consideration of 
the fact that the state has established a 
State Board of Registration for Profes­
sional Engineers, which requires the li­
censing of all engineers engaged in public 
practice within the state, can it therefore 
be interpreted that the owning and oper­
ating of an industrial engineering depart­
ment is compatible and consistent with 
the practice of public accounting?
A. An engineering or systems depart­
ment in an accounting firm is not an 
activity that is incompatible with public 
accounting. Such departments in an ac­
counting firm represented in the Institute 
must, under Rule 15 of the rules of pro­
fessional conduct, observe the by-laws 
and rules of conduct. Rules 7 and 10, 
concerning solicitation and advertising, 
would have to be strictly adhered to.
Respectfully submitted,
J ohn H. Zebley, Jr., Chairman 
Parry Barnes 
L incoln G. Kelly 
J. Robert McCoy 
C. Oliver W ellington
April 16, 1950
Committee on Education
To the Council of the
American I nstitute of Accountants
Gentlemen: Since its last report, the 
committee on education has been active 
in three areas of accounting education.
The committee has continued to offer 
assistance and encouragement to schools 
interested in the organization of gradu­
ate study symposiums. At least two 
groups that have previously held these 
meetings are repeating them this year 
and one new program has been scheduled. 
The University of Michigan with the 
joint sponsorship of the Michigan Asso­
ciation is holding its third symposium in 
June. The California Society, which 
sponsored a program last year at Stan­
ford, is again planning a program for 
July 12, 13, and 14. The University of 
Maryland and the Maryland Society are 
cooperating in a symposium to be held 
at College Park on June 26, 27, and 28. 
The University of Wisconsin also has 
announced its first program to be held this 
summer on August 28, 29, and 30.
As one step toward the development of
better programs for staff training, the 
committee has announced a project to 
stimulate consideration and development 
of a suitable training program in the art 
of writing. An honorarium of $500 will 
be awarded for the best proposal for such 
a program. The committee believes that 
an improvement in the writing skill of 
staff members is urgently needed and 
hopes that some practical methods for 
staff training can be developed.
On April 11th, the committee met with 
a committee of the American Accounting 
Association on Internship Programs and 
agreed to a joint effort to develop a plan 
for the encouragement of programs of 
internship training.
Respectfully submitted,
John W. McEachren, Chairman 
H erman W. Bevis
W illiam Boynton 
Richard S. Claire 
James E. H ammond 
Louis M. Kessler 
Robert T. Knight
April 8, 1950
Committee on Selection of Personnel
To the Council of the
American Institute of Accountants
Gentlemen : The first half of the In­
stitute’s year has seen continued progress 
in the Personnel Selection Program. Un­
der the College Testing section of the 
program the number of colleges partici­
pating in the fall of 1949 was 96, as com­
pared with 63 in 1948, and 50 in 1947. 
There has also been a steady increase in 
the percentage of tests submitted to the 
Project Office for scoring. The fact that 
the time taken by the Project Office for 
scoring has been reduced considerably 
provides further evidence to support our 
belief that improvement in the facilities 
offered will be in large degree propor­
tionate to the extent to which those facili­
ties are utilized.
The Professional Testing section of the 
program has been extended through the 
certification of additional examiners and 
the establishment of additional testing 
centers. One hundred and fifty-three ex­
aminers are now certified. Testing serv­
ice is offered to accounting employers at 
18 centers throughout the country.
During the period under review the 
Project Office has arranged for and an­
nounced a special Staff Testing Program. 
Tests thereunder will be made available 
to member firms and practitioners for use 
during the latter part of April, 1950, at 
a special rate of $7 per person as compared 
with the $12 charged under the Profes­
sional Testing Program. We hope that 
these tests will serve
a—To provide employers with ad­
ditional assistance in the appraisal of 
their present staff members.
b—To acquaint more of the member­
ship with the practical operation of the 
program and to extend its use.
c—To provide more information than 
is now available to the Project Office 
with respect to the norms of those in 
practice at various levels.
The committee is pleased to note that 
the Personnel Placement Program re­
cently announced by the Institute is us­
ing our test scores as part of the in­
formation furnished to prospective em­
ployers and has, in fact, made the posses­
sion of these scores a prerequisite to reg­
istration under the plan.
The Project’s budget for the year end­
ing August 31, 1950, anticipates an oper­
ating deficit of approximately $8,000. 
Actual figures for the six months ended 
February 28, 1950, show an operating 
deficit of approximately $6,000. There is 
at present no indication of material de­
viation from the budget figures.
A gradual replacement of existing ma­
terial with new forms of each test is 
necessary because of the eventual loss of 
security of existing tests. This necessary 
replacement of material has been pro­
vided for by the committee and is in­
cluded in the budget. No general program 
of exploratory research has been under­
taken during the past two years. How­
ever, continuous use of the tests has 
produced, and will continue to produce, 
information that will result in improve­
ment of the tests. The committee and the 
Project Office are aware of the need to 
continue to study the validity of these 
tests, and will make recommendations for 
undertaking any additional research that 
experience shows to be needed.
An example of improvement effected 
through experience is furnished by a re­
vision made during this period of that 
section of the score card relating to the 
Strong Interest Test. Constructive criti­
cism and comment have led the Project 
Office to believe that a middle-half zone 
or so-called “pathway” would furnish a 
more useful guide than had heretofore 
been provided by the accountant’s “me­
dian profile line.” A revised form of the 
IBM card showing test results using the 
“pathway” is now in use.
It is not anticipated that these or any 
other tests will ever completely replace
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judgment in the selection of personnel. 
We do believe, however, that as the tests 
are used increasingly and as they are 
improved, they will extend the area in 
Respectfully submitted,
H arold R. Caffyn, Chairman 
Raymond G. Ankers 
Samuel J. Duboff
which that judgment is based on objective 
data. In the meantime it is evident that 
they are being recognized as of increasing 
value in vocational guidance by colleges.
W illiam B. Franke
S. Wesley Marcus 
Leo A. Schmidt 
James W. Strudwick
Committee on Personnel Reference
To the Council of the
American Institute of Accountants
Gentlemen: The committee on per­
sonnel reference service was created at 
the last meeting of council. Since this 
service represents a new field of opera­
tions, it was necessary for the committee 
to determine the area in which it should 
undertake to work.
Accordingly, the committee has de­
veloped for this year the following pro­
gram on an experimental basis:
1. Only college seniors from the class 
of 1950 who have taken at least the 
Orientation Test and Level II Achieve­
ment Test will be referred to interested 
public accounting firms.
2. The service is to be in operation until 
the first of October, 1950, at which time 
it will cease operation as to those students 
now registering. This limitation is neces­
sary to avoid the need for continual fol­
low-up as to availability of students and 
as to the existence of unfilled positions.
3. While students will not be permitted 
to register unless they have taken at least 
the Orientation Test and the Level II 
Achievement Test, other data are being 
obtained as to the students and will be 
made available to the firms.
4. No attempt is to be made to ap­
praise the personal fitness of students for 
positions. Enough information is being 
obtained from each student to enable a 
prospective employer to form a prelimi­
nary opinion as to the student’s technical 
qualifications. From that point on, the 
employer must, by obtaining more in­
formation, by interviews or by other
means, determine whether the student has 
the necessary qualifications.
The above program has already been 
started. A letter was sent to all member 
firms to determine those firms that were 
interested in obtaining the information as 
to students. Up to the present time 449 
firms have indicated their interest in such 
data. After determining that public ac­
counting firms were interested in the pro­
gram, the service was announced to 
schools participating in the Institute’s 
testing program and to teachers of ac­
counting belonging to the American Ac­
counting Association. Approximately 
1,400 blanks for use by students have 
been distributed to schools and it is antici­
pated that several thousand will be dis­
tributed soon. It is hoped to have a 
sufficient number of registrants to refer 
several men to each interested firm.
While at present the program is in the 
developmental stage, the response so far 
has been encouraging. It is the hope of the 
committee that through this service a 
greater number of competent students 
will be assisted in finding employment in 
public accounting, and that over a period 
of time the general level of ability of per­
sons in the profession will be thereby 
raised.
Respectfully submitted, 
T homas D. Flynn, Chairman 
T illman A. Bruett 
H arold R. Caffyn 
H enry E. Greene 
John J. H arrington 
J ohn E. Madden
Oscar Martin 
March 27, 1950
Committee on Social Security
To the Council of the
American I nstitute of Accountants
Gentlemen : For some years the com­
mittee on social security has from time 
to time given consideration to the finan­
cial aspects of the Social Security pro­
gram. At one time the committee in its 
annual report made reference to develop­
ments in the financial phase of the pro­
gram. Members of council were divided 
in their acceptance of this approach but 
the committee was instructed to confine 
its activities to those phases of the pro­
gram which involved records and report­
ing, wherein accountants might be ex­
pected to speak with authority.
The committee has in the intervening 
years met and cooperated with other 
groups concerned with reporting. Whether 
or not the efforts of these groups have 
in themselves produced any results may 
be no more than a conjecture but progress 
has been made in the uniformity of re­
porting for unemployment compensation 
among the states; quarterly reports of 
Old Age and Survivors Insurance con­
tributions and income taxes withheld have 
recently been combined; and information 
releases by certain of the tax services 
indicates that serious consideration is 
being given to reducing these latter re­
ports to an annual basis. Such develop­
ments, together with others which have 
been tried in the matter of unemployment 
compensation contributions and records, 
may well in the foreseeable future bring 
these forms of reporting to an irreducible 
minimum. The problems of employers in 
these matters have been given earnest 
consideration by the administrative as 
well as the employer groups.
In the meantime the committee has 
observed, from the material supplied to 
it by the Institute, the legislative develop­
ments. The committee has reported to 
council from time to time the trends in­
dicated by the legislation introduced. The 
only significant measures adopted over 
the years have been those which froze
the rate of tax from year to year at 1 
per cent each on employer and employee, 
the amendments presently in force which 
made some slight changes in survivors 
benefits and provided for an increase of 
the tax from January 1, 1950, to 1½ 
per cent on each, and increase to 2 per 
cent in 1957, and the bill recently passed 
by the House as HR 6000 which would 
extend coverage to certain groups not 
now covered, increase benefits from 70 
per cent to 150 per cent, and increase the 
tax ultimately to 3¼  per cent each. The 
committee has previously reported that 
many bills, literally hundreds, have been 
introduced over the years by far the 
majority of which would extend the cover­
age or increase the benefits or both.
It has been this trend toward exten­
sion of coverage and increase of benefits 
which some members of the committee 
have continued to view with apprehen­
sion. It was almost inevitable that there 
would develop from it some such legis­
lation as HR 6000 or something even more 
liberal, for in the last two sessions sev­
eral bills closely resembling Townsend 
plans have been introduced. It is hard to 
believe that Congress would adopt any 
measure of such consequence without 
carefully considering the ultimate impact 
on the government’s finances. However, 
the impact of most of the legislation pro­
posed is so far removed that its problems 
are easily disposed of as those of later 
generations.
The original Old Age and Survivors 
Insurance program was adopted as a 
contributory plan without need of subsidy 
from the general funds. Rates of tax 
enacted were designed to produce a level 
premium which would meet the require­
ments of benefit payments. The size of 
the reserve fund produced and necessity 
of its continued growth led to the aban­
donment of the full reserve and the adop­
tion in its stead of a contingent reserve. 
Subsequent legislation provided for sup­
plementing the requirements of the pro­
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gram from the general funds whenever 
the level of tax collections and payment 
of benefits was to make this necessary.
According to a report issued by Brook­
ings Institution, preliminary estimates on 
HR 6000 indicate that the ultimate annual 
cost will be 8.1 per cent of payrolls. This 
compares with 6.5 per cent maximum tax 
provided for in the bill. The report covers 
in more detail HR 2893, the Administra­
tion bill which would have provided ex­
tension of coverage and increased bene­
fits with an indicated mean level of cost 
of 9.74 per cent of payrolls.
It is on the question of continued exten­
sion of coverage and increase in benefits 
without adequate provision for financing 
that some members of the committee feel 
the Institute should seriously consider 
taking a stand. It is true that the question 
involves considerations which are both 
political and economic on which account­
ants may not speak with authority, but 
with respect to the ultimate results to be 
interpreted in terms of finance the com­
mittee members feel that the Institute may 
well have an obligation to express its 
views.
The committee suggests that a study 
of the financial aspects of the Old Age 
and Survivors Insurance program be 
made, not by the committee whose facili­
ties are limited but by the research depart­
ment of the Institute. The purpose of the 
study would be to determine whether it 
appeared that adequate provision had been 
made for financing the ultimate costs of 
the program. The results of the study 
could be made known directly to the coun­
cil or passed on to it by the Social Secur­
ity committee.
The committee feels that it would be 
derelict in its duty if it did not suggest 
to council some such action. The tendency 
toward extended coverage and increased 
benefits without proper appreciation of 
the attendant costs is one to be deplored. 
The committee feels that enlightenment on 
this score can come only from those ca­
pable of interpreting the consequences in 
terms of dollars of costs and that ac­
countants should be able to speak with 
authority on that subject.
Respectfully submitted,
Byron P. H arris, Chairman 
Glenn A. Railsback 
T heodore L. Koos 
W illiam W. Colledge 
Vernon Nelson
Alfred D. Peabody 
Robert O. Dana 
J ohn P. Goedert
April 11, 1950
Committee on Federal Taxation
To the Council of the
American Institute of Accountants
Gentlemen: There is submitted be­
low the report of your committee on 
federal taxation on its activities for the 
Institute year to date.
In accordance with the action of coun­
cil at the last annual meeting of the In­
stitute, the committee’s activities were 
segregated into three divisions and the 
members of the committee have been as­
signed to subcommittees to handle the 
divided activities. Each of the three sub­
committees has been placed under the 
chairmanship of a vice chairman of the 
committee.
Beginning on January 30th, a two-day 
session of the subcommittee on current 
tax legislation was held in New York 
City. As a result of this subcommittee 
meeting, the general terms of recom­
mendations for amendment of the federal 
tax laws were determined upon and sub­
committees were appointed for the draft­
ing of the final language of these rec­
ommendations. Under the supervision of 
Vice Chairman Thomas J. Green, the 
recommendations were completed, sub­
mitted to all members of the full commit­
tee for comment, and copies thereof have 
been submitted to the members of the 
responsible Congressional committees and
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to many other members of Congress. 
Extensive distribution of the recommen­
dations to newspapers, financial periodi­
cals, etc., has also been made.
In the transmittal letter to the members 
of Congress, your committee repeated its 
oft-stated recommendation that there be 
established a nonpartisan commission to 
undertake a complete overhauling of our 
federal revenue laws, a reconstruction and 
recodification along simple lines, which 
would express a permanent policy of 
federal taxation and remove the necessity 
for continuous technical changes. It is 
hoped that council, at the spring meeting 
of 1950, will see fit to ask again offi­
cially for Congressional action on this 
proposal.
Respectfully submitted,
Mark E.  Richardson, Chairman
April 12, 1950
Text of Resolution 
Adopted by the Council
W hereas, Variations between rules 
imposed upon taxpayers in the determina­
tion of taxable income and principles de­
veloped by the accounting profession for 
the business community cause unnecessary 
added expense for taxpayers, and create 
uncertainties about tax liability, and
W hereas, Sections of the Internal 
Revenue Code adopted piecemeal over the 
years, together with the Treasury rules
and regulations and various interpreta­
tions by the courts, have resulted in a 
considerable number of inequities and 
hardships for taxpayers, and
W hereas, The present heavy burden 
of corporate and individual federal income 
taxes makes it highly desirable to sim­
plify the code and clarify the intent of 
Congress in every way possible, and
W hereas, Many present inequities and 
hardships could be corrected without 
seriously affecting the revenue, and
W hereas, Each year of delay in the 
correction of inequities causes unnecessary 
hardship for taxpayers; now therefore be 
it
Resolved, That the council of the 
American Institute of Accountants as­
sembled at White Sulphur Springs, April 
20, 1950, strongly urges action during the 
present session of Congress to relieve such 
inequities, and requests immediate con­
sideration of the recommendations sub­
mitted to the Ways and Means Committee 
of the House of Representatives by the 
Institute’s committee on federal taxation, 
and be it further
Resolved, That the council of the 
American Institute of Accountants rec­
ommends formation at the earliest possible 
date of a nonpartisan commission to un­
dertake continuing study of the tax laws 
with a view to establishing a long-range 
federal tax policy which will enable busi­
ness to plan its operations with confi­
dence.
Committee on Systems and 
Internal Accounting
To the Council of the 
A merican Institute of Accountants 
Gentlemen: In the report made to
the council by this committee in Novem­
ber, 1949, at Los Angeles it was proposed 
that the American Institute of Account­
ants encourage the state societies of certi­
fied public accountants and their chapters 
to sponsor meetings of businessmen which
might be described as business clinics, at 
which there would be a discussion of 
business problems of current interest 
which are of a semitechnical nature.
The purpose of this proposal is to pro­
vide an opportunity for certified public 
accountants to appear before groups of 
businessmen and by practical, helpful 
suggestions demonstrate the variety of
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ways in which accounting is useful in 
business management.
These business clinics could be of the 
type as indicated in our previous report 
that could best be arranged with local 
chambers of commerce, and it is believed 
that local chambers, particularly in the 
smaller communities, would often be glad 
to assist in the development of a program 
of this nature for the benefit of their mem­
bers. Inquiry is now being made as to 
what extent the U. S. Chamber of Com­
merce might support a program of this 
type.
Usually the local chambers of com­
merce have an employed staff which might 
be requested to make the physical ar­
rangements for the business clinic, such 
as providing a meeting place, printing 
and mailing announcements, and han­
dling publicity, and the state society of 
certified public accountants could accept 
responsibility for the speaking program 
and the discussion.
It is contemplated that not all of the 
speakers would be certified public ac­
countants but that engineers, lawyers, 
corporation controllers, public relations 
counselors, labor relations experts, 
bankers, and others be invited to partici­
pate. A suitable program might consist 
of a series of six talks with question-and- 
answer periods following each discussion. 
This could be accomplished by having 
an all-day session with three talks and 
discussions in the morning and three in 
the afternoon with a luncheon interven­
ing at which there might be a brief ad­
dress not of a technical nature. It might 
also be accomplished by having a series 
of six luncheon talks over a period of six 
or eight weeks. Of the six talks three 
might be by certified public accountants 
and three by other experts. Among the 
topics which certified public accountants 
might present at such a meeting are:
1. Income tax questions of current 
interest.
2. Determining cost of specific prod­
ucts.
3. Controlling accounts receivable.
4. Importance of inventory policies 
and procedures.
5. Internal control as a safeguard 
against fraud.
6. Analysis of financial statements for 
investment purposes.
The foregoing illustrations are in­
tended to suggest only the wide variety 
of interesting topics available. The over­
all objective of this proposal is to pro­
vide a means of educating the business 
public on the value of accounting systems 
and internal accounting, the subject to 
which this committee has been asked to 
devote its attention. The value of account­
ing to management is perhaps not as well 
understood by small businessmen in par­
ticular with respect to auditing, financial 
reporting, and tax accounting. The pro­
posed series of meetings would fit in 
with the present public relations program 
of the Institute, in addition to achieving 
the specific objective in which this com­
mittee is particularly interested.
Our executive director, John L. Carey, 
had a conference with the Commercial 
Organization Department of the U. S. 
Chamber of Commerce with regard to 
obtaining for our plan the support of 
that organization. Mr. Carey has ad­
vised that Mr. Lawshe, head of the 
Commercial Organization Department, 
and his assistant, Mr. Berkshire, thought 
well of our idea and suggested that we 
give it a tryout in one place and if it were 
successful we could try it out in other 
cities and gradually develop a pattern 
which they could submit to all local cham­
bers of commerce and we could submit it 
to all state societies as something which 
had been tried successfully and which 
could be recommended for general adop­
tion.
Mr. Carey promised that we would do 
the following:
1. Make a complete prospectus of a 
business clinic showing suggested sub­
jects, types of speakers, and plans for dis­
cussion, the type of audience we are aim­
ing at, and the purposes which might be 
accomplished.
(The type of audience they felt should 
be described as top management of me­
dium-sized companies, that is, business ex­
A
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ecutives whose organizations were not 
large enough for them to surround them­
selves with experts in their own staffs 
and yet not small enough so that they 
would not encounter the complicated 
problems which medium-sized businesses 
must face together, such as wage and 
hour, labor relations, pension plans, cor­
porate taxation, prevention of fraud and 
embezzlement, inventory control, long- 
and short-term financing, and other mat­
ters which might well fit into a program 
of the type we have in mind.)
2. That we would select one state 
society or chapter, preferably in a me­
dium-sized to small community, and get 
them to agree to do this job, whereupon 
Mr. Lawshe will advise us whether the 
local chamber of commerce in that place 
is strong enough to take on the work,
and will endeavor to persuade them to 
participate in the experiment.
3. That if the local chamber of com­
merce would take the responsibility for 
physical arrangements of the meeting, at­
tendance promotion, and publicity, the 
state society of certified public accountants 
would take responsibility for organizing 
the technical program.
The committee respectfully requests 
the approval of this proposed program by 
the council.
Respectfully submitted,
J. Arthur Marvin, Chairman 
Eric A. Camman
W ill-A. Clader 
Joseph A. Pelej 
Percy M. Smith, J r. 
Stanley W. W hite
April 17, 1950
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Committee on Wages and Hours
To the Council of the
American Institute of Accountants
Gentlemen : The Administrator of 
the Federal Fair Labor Standards Act 
has issued new regulations, under date 
of December 23, 1949, effective as of 
January 25, 1950, establishing, among 
other changes relating to the account­
ing profession, a $75 weekly minimum 
salary (instead of $200 a month pre­
viously in effect) as a prerequisite for 
exemption under the Act as a professional 
employee.
On December 8, 1949, in view of the 
imminent issuance of the new regula­
tions and their importance to the account­
ing profession, your committee on wages 
and hours held a meeting, the primary 
purpose of which was to decide how the 
committee might best be of help to the 
membership in this matter.
It was decided, because of the com­
plexity of the entire wage-and-hour prob­
lem and because of the different condi­
tions obtaining in the varying types of 
practice conducted by members, that it 
would be impracticable for the committee
to recommend any one or two plans to 
the profession as a whole for compliance 
with the regulations. It was further de­
cided that the committee, with the aid 
and advice of counsel, should issue a 
bulletin outlining various plans that might 
be applicable and highlighting the perti­
nent points of each plan.
Such a bulletin was issued under date 
of January 10, 1950, (supplemented on 
March 21 by notice of the issuance by 
the Administrator of a new interpreta­
tive bulletin), and was addressed and 
mailed to public accounting practitioners 
and firms represented in the Institute. 
The recipients of the bulletin were cau­
tioned, and this caution was reiterated, 
that the information contained in the 
bulletin as to specific types of plans was 
intended only as a suggestion by the com­
mittee as to the general substance of each 
plan, for aid to each member in deter­
mining which plan was most likely to be 
applicable to his particular situation. Each 
member was urged, in his own interest, 
to familiarize himself not only with the 
law but also with the regulations and in­
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terpretative bulletins issued by the Wage- 
Hour Administrator, and any other avail­
able published data relating to such plan 
as might appear to be appropriate for his 
use.
After issuance of the bulletin, the Cali­
fornia State Society of Certified Public 
Accountants sought permission, which 
was granted, to reproduce the bulletin 
for distribution to members of the Cali­
fornia Society.
In connection with the new regula­
tions, George S. Olive & Company, Certi­
fied Public Accountants of Indianapolis, 
have instituted a suit to estop the Wage 
and Hour Administrator from applying 
to accountants on the staffs of practicing 
certified public accountants the salary de­
limitation of $75 a week. George S. Olive 
& Company will contend that the amount 
of salary paid an accountant has no logi­
cal bearing on whether or not he is a 
professional employee.
Also, Orin Countryman of Grand Is­
land, Nebraska, whose practice and clients 
are substantially all within the State of 
Nebraska, is seeking a ruling from the 
Administrator in Washington exempting 
his employees from the Act on the basis 
that he is not engaged, directly or in­
directly, in interstate commerce.
The outcome of the Olive and Coun­
tryman proceedings is, particularly as to 
the former, of vital interest to the entire 
profession. Your committee will keep it­
self informed as to the progress of these 
proceedings, and will advise the member­
ship of any significant developments.
Respectfully submitted,
Frank J. Donohue, Chairman 
Benjamin Goldenberg 
Ernest O. Lothrop 
A. H. Puder
H arold I. Schlenker 
April 6, 1950
Committee on Budget and Finance
To the Council of the
American Institute of Accountants
Gentlemen: The committee presents 
herewith a revised budget covering the 
operations of the current fiscal year of 
the American Institute of Accountants 
and affiliated organizations.
The committee on budget and finance 
believes that the increase in the budget 
reflects healthy growth and. greater serv­
ice to the accounting profession. The 
committee recognizes that the magnitude 
and variety of the current operations re­
quire more elaborate explanation to the 
membership than may have been necessary 
in the past.
The operations of the American Insti­
tute of Accountants today include manage­
ment of a number of special activities or 
projects in addition to the functions per­
formed by many other professional so­
cieties.
The American Institute Publishing 
Company, for example, is a business
which stands on its own feet and shows 
a profit. It accounts for a little less than 
one-third of the consolidated gross in­
come.
The conduct of the uniform CPA 
examination accounts for receipts of about 
$160,000, and expenditures of almost 
exactly the same amount.
The maintenance of the library is paid 
for in part by income from the Endow­
ment Fund, but the net deficit of about 
$18,500 is absorbed by the general fund of 
the Institute.
The public relations program is cost­
ing about $60,000 this year, but the good­
will it creates is responsible in part for 
the continued growth in membership and 
sales of publications.
The expenses of the research depart­
ment aggregate about $75,000, but the 
sales of publications produced by the 
department and the committees which it 
serves bring in almost an equal amount 
of revenue.
Committee on Budget and Finance 71
The state society service department 
is costing about $18,000, but it undoubt­
edly helps to maintain stability in the 
membership.
Contributions of $10,000 each are being 
made to the selection of personnel proj­
ect and the business income study group.
Special legal fees for services in con­
nection with litigation or legislation may 
amount to about $15,000.
Apart from what might be termed 
special projects, the amount expended for 
operation of the Institute as a member­
ship organization, including publications 
distributed to its members without charge, 
all the regular committee work, conduct 
of meetings, membership promotion and 
admissions, general correspondence, and 
the so-called housekeeping activities, ag­
gregate roughly $360,000, or a little more 
than one-third of the total.
In many associations of this type, only 
a few of the functions performed by the 
Institute are undertaken. However, special 
projects, such as public relations cam­
paigns, research and educational work, 
are often performed outside of the prin­
cipal association by means of special 
financing by members of the group con­
cerned. By contrast, the accounting pro­
fession benefits greatly by having all 
such operations under one management. 
In the first place, the economy in over­
head is considerable. In the second place, 
the several projects benefit greatly from 
their close association with one another. 
The editorial department gets valuable 
help from the research department; the 
library is very useful to all departments. 
Public relations, editorial, research, and 
educational activities are often closely in­
tegrated. The availability of one depart­
ment to the others strengthens each of 
them and the whole enterprise.
The revised budget for the current year 
exceeds the original estimates approved 
by the council in November by about
$58,500 of revenue, and by $64,000 of ex­
penses. The differences are accounted for 
in the statements which have been dis­
tributed to the council.
The usual sources of revenue—dues, 
sales of publications, income from invest­
ments and contributions from state boards 
of accountancy—are augmented this year 
by voluntary contributions from public 
accounting firms and practitioners, ex­
pected to aggregate $66,500. These con­
tributions have permitted significant ex­
pansion of the public relations activities, 
initiation of a technical information serv­
ice, and a personnel reference service, 
together with certain nonrecurring ex­
penses which normally would have fallen 
against the contingency fund.
The current budget is being presented 
to the council, as has been the custom in 
the past, in the form of a consolidated 
statement. We are also presenting, how­
ever, a summary of income and expense 
according to specific activities and proj­
ects, with salaries, overhead, and other 
expenses allocated to each project in a 
manner which will show the objectives 
for which the money is being spent.
The committee will gladly attempt to 
answer any specific question any mem­
ber of the council wishes to raise with 
respect to the appropriations now before 
you for your approval.
In accordance with recent custom, the 
committee is prepared to, present a gen­
eral projection of a budget for the fiscal 
year 1950-51, but suggests that it be pre­
sented at the conclusion of the meeting, 
after the council has taken action on 
committee reports covering operations of 
the current year.
Respectfully submitted,
J. W illiam H ope, Chairman 
W illiam M. Black 
Charles H. Towns
April 14, 1950
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AMERICAN INSTITUTE OF ACCOUNTANTS 
AND
AMERICAN INSTITUTE PUBLISHING CO., INC.
Consolidated and Summarized Budget 
1 9 4 9 -1 9 5 0
Revenue Estimated
Membership dues .......................................
Income from The Journal of Accountancy
Income from investments .........................
Fees from state boards of accountancy ..
Application fees .........................................
Sales of books (Publishing Co.) ..........
Sales of Institute publications (less pro­
duction costs) and other income ........
Contributions for expansion of Institute 
activities for 1949-1950 .....................
Total income
Expenditures To Be Appropriated 
Salaries and fees for professional services:
Salaries:
Institute administration ...................
Editorial, advertising, and circula­
tion ..................................................
Public relations department ............
State society service departm ent----
Research department .......................
Educational department and board of 
examiners’ staff ...........................
Library staff .....................................
Committee on history .....................
Accounting, purchasing, and office 
services ...........................................
Fees for professional services:
Technical services for The Journal 
of Accountancy...............................
Auditing fees .....................................
Legal fees of counsel retainer and
expenses .........................................
Special legal fees ...............................
American Institute pension costs ............
Social security taxes .................................
Totals carried forward ..................
Budget
1949-1950
Actual 
Revenue and 
Expenditures
to
Feb. 28, 1950
Revised
Budget
1949-1950
$350,000
293,000
20,700
140,000
2,000
18,000
$347,505
159,330
10,812
82,918
1,100
6,965
$352,000
311,000
20,700
160,000
2,000
14,000
95,000 65,183 100,800
50,000 66,312 66,500
$968,700 $740,125 $1,027,000
$ 46,000 $ 21,682 $ 46,000
73,000
18,500
12,000
51,600
36,145
8,844
5,898
25,322
76,000
18,100
12,000
60,000
32,000
14,300
200
17,545
7,179
175
36,600
14,500
200
76,200 38,936 80,600
$323,800 $161,726 $344,000
$ 1,000 
2,000 1,800
$ 1,000 
1,800
6,500
15,000
3,258 6,500
15,000
$ 24,500 $ 5,058 $ 24,300
$ 12,000
7,400
$ 338
4,754
$ 14,000 
9,800
$367,700 $171,876 $392,100
Totals brought forward ...............
Administrative expenses:
Stationery and printing .......................
Postage and printing ...........................
Telephone and telegraph .....................
Supplies and equipment .......................
Rent, electricity, insurance, and build­
ing services .......................................
Improvements to leased office space ..
Traveling expenses:
President ................................................
Council and trial b o a rd .........................
Staff ........................................................
Publications:
The Journal of Accountancy production 
costs .....................................................
Certified Public Accountant production 
costs
Permanent binders for reports and mem­
bership lists .......................................
Special reports to members .................
Production cost of books s o ld ..............
Mailing services of The Journal of Ac­
countancy ...........................................
Advertising and promotion expenses ..
Expenses of CPA uniform examina­
tions, including fees for preparation and 
grading papers .....................................
Expenses of annual meeting, council meet­
ing and executive committee ..............
Technical and other committee expenses 
Public relation department expenses in­
cluding professional fees .....................
Library books and magazines .................
Contribution to committee on selection 
of personnel ...........................................
Contribution to business income research 
fund ........................................................
General expenses .....................................
Appropriation for expansion of Institute 
activities .................................................
Provision for excise and income taxes
(Publishing Company) .......................
Total expenditures ...........................
Estimated excess of income over ex­
penses ..................................................
Budget
1949-1950
Actual 
Revenue and 
Expenditures
to
Feb. 28, 1950
Revised
Budget
1949-1950
$367,700 $171,876 $392,100
8,150
30,000
5,950
17,200
4,810
14,411
3,351 .
14,567
8,175
30,450
6,575
23,000
60,000 33,550 75,200
14,500
$121,300 $ 70,689 $157,900
$ 1,500 
7,000 
10,000
$ 18,500
$ 469
118
2,957 
$ 3,544
$ 1,500 
7,000 
10,000
$ 18,500
$106,000 $ 45,879 $105,000
12,000 6,307 12,500
15,000
33,000
8,200
15,422
30,286
2,871
15,500
36,000
6,000
5,000
14,000
$193,200
2,376
13,876
$117,017
5,000
37,000
$217,000
$130,000 $ 68,049 $133,000
14,500
7,500
14,631
7,413
15,500
10,500
15,500
5,500
18,827
3,112
32,000
5,500
10,000 10,000 10,000
10,000
5,300 2,563
10,000
5,000
40,000 — —
$939,000 $487,721 $1,007,000
9,700 — 5,500
$948,700 $487,721 $1,012,500
$ 20,000 $252,404 $ 14,500
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Revenue Estimated
Membership dues .....................................
Income from securities .............................
Fees from state boards of accountancy ..
Application fees .........................................
Sales of Institute publications (less pro­
duction costs) and other income ........
Contributions for expansion of Institute 
activities ................................................
Total income .....................................
Expenditures To Be Appropriated 
Salaries:
Institute administration .......................
Public relations department ...............
State society service department ........
Research department ...........................
Educational department, admissions 
and board of examiners’ s ta f f ..........
Committee on history ...........................
Accounting, purchasing, and office serv­
ices ......................................................
Fees for professional services:
Auditing fees .......................................
Legal fees of counsel retainer and ex­
penses .................................................
Special legal fees .................................
American Institute pension costs ............
Social Security taxes ...............................
Administrative expenses:
Stationery and printing .....................
Postage and express ...........................
Telephone and telegraph ...................
Supplies and equipment .....................
Rent, electricity, insurance, and build­
ing expenses .....................................
Improvements to leased office space ..
Totals carried forward ...................
Budget
1949-1950
Actual 
Revenue and 
Expenditures
to
Feb. 28, 1950
Revised
Budget
1949-1950
$350,000
4,500
140,000
2,000
$347,505
2,016
82,918
1,100
$352,000
4,500
160,000
2,000
94,500 64,576 100,000
50,000
$641,000
66,312
$564,427
66,500
$685,000
$ 46,000 
18,500 
12,000 
51,600
$ 21,682 
8,844 
5,898 
25,322
$ 46,000 
18,100 
12,000 
60,000
32,000
200
17,545
175
36,600
200
76,200
$236,500
38,936
$118,402
80,600
$253,500
$ 2,000 $ 1,800 $ 1,800
6,500
15,000
3,258 6,500
15,000
$ 23,500 
$260,000 
$ 12,000
6,000
$ 5,058 
$123,460 
$ 338
3,457
$ 23,300 
$276,800 
$ 14,000
7,500
6,500 
14,500
5,500 
15,000
3,231
7,607
3,086
11,819
6,000
14,500 
6,000
18,500
48,000 27,550 63,200
14,500
$ 89,500 
$367,500
$ 53,293 
$180,548
$122,700
$421,000
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Totals brought forward ........ ........
Traveling expenses:
President’s expenses .............................
Council and trial board expenses . . . .
Staff ........................................................
Publications:
The Journal of Accountancy ...............
The Certified Public Accountant 
Permanent binders for reports and
membership lists ...............................
Special reports to members ..............
Announcements and advertising In­
stitute publications ...........................
Expenses of CPA Uniform Examina­
tions including fees for preparation and 
grading papers .....................................
Expenses of annual meeting, council, and 
executive committee .............................
Technical and other committee expenses 
Public relation department expenses, in­
cluding professional fees .....................
Contribution to committee on selection of 
personnel ................................................
Contribution to business income research 
fund ........................................................
General expenses .....................................
Appropriation for expansion of Institute
activities ........................................
Less: Charges to American Institute 
Publishing Co. for editorial and ad­
ministrative costs .................................
Add: Deficit of Endowment F u n d ..............
Total expenditures ...........................
Estimated excess of income over ex­
penditures .............................................
Budget
1949-1950
Actual 
Revenue and 
Expenditures
to
Feb. 28, 1950
Revised
Budget
1949-1950
$367,500 $180,548 $421,000
1,500
7,000
10,000
469
118
2,957
1,500
7,000
10,000
$ 18,500 $ 3,544 $ 18,500
$ 44,000 
12,000
$ 43,317 
6,307
$ 45,000 
12,500
15,000
33,000
15,422
30,286
15,500
36,000
4,000 1,881 4,000
$108,000 $ 97,213 $113,000
$130,000 $ 68,049 $133,000
14,500
7,500
14,631
7,413
15,500
10,500
15,500 18,827 32,000
10,000 10,000 10,000
10,000
3,000 1,777
10,000
3,000
40,000 — —
$724,500 $402,002 $766,500
101,800 48,400 101,800
$622,700
18,300
$353,602
8,767
$664,700
18,500
$641,000 $362,369 $683,200
0 $202,058 $ 1,800
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ENDOWMENT FUND
April 1950 Reports to Council
R evenue E stimated
Income from investments ..........................
Contribution for library from the Foun­
dation ....................................................
Miscellaneous income (profits from sales
of Accountants' Index Supplements) .. 
Total income
Expenditures To Be Appropriated
Salaries of library staff ...........................
Social Security taxes .............................
Administrative expenses:
Stationery and printing .....................
Postage and express .............................
Telephone and telegraph .....................
Rent, electricity, insurance, and build­
ing expenses .....................................
Supplies and equipment ........................
Books and magazines .................................
General expenses .....................................
Total expenses ...................................
Excess of expenses over income to be 
absorbed by general account .............
Actual 
Revenue and
Budget
1949-1950
Expenditures
to
Feb. 28, 1950
Revised
Budget
1949-1950
$ 12,000 $ 6,828 $ 12,000
3,500 1,588 3,500
500 607 800
$ 16,000 $ 9,023 $ 16,300
$ 14,300 $ 7,179 $ 14,500
400 260 500
150 10 75
500 224 450
150 105 175
12,000 6,000 12,000
700 600 1,000
$ 13,500 $ 6,939 $ 13,700
5,500 3,112 5,500
600 300 600
$ 34,300 $ 17,790 $ 34,800
$ 18,300 $ 8,767 $ 18,500
AMERICAN INSTITUTE OF ACCOUNTANTS FOUNDATION
Revenue Estimated
Income from investments ....................... $ 3,700 $ 1,718 $ 3,700
Total income $ 3,700 $ 1,718 $ 3,700
Expenditures T o Be Appropriated
Contribution to Endowment Fund library $ 3,500 $ 1,588 $ 3,500
General expenses ..................................... 200 130 200
Total expenses ................................... $ 3,700 $ 1,718 $ 3,700
Budget and Finance 77
AMERICAN INSTITUTE PUBLISHING CO., INC.
R evenue E stimated
Income from The Journal of Accountancy 
for subscriptions, advertising, and other 
income ....................................................
Income from sales of books ...................
Income from investments
Expenditures To Be Appropriated
Salaries ......................................................
Fees for professional services ...............
Social Security taxes ...............................
Administrative expenses:
Stationery and printing .....................
Postage and express .....................
Telephone and telegraph ......................
Supplies and equipment.........................
Taxes ......................................................
Advertising and promotion expenses .. 
Mailing services of The Journal of Ac­
countancy ................................................
Administrative and editorial costs charged 
by American Institute of Accountants
General expenses .....................................
Total expenditures ...........................
Estimated excess of income over ex­
penditures ..........................................
Budget
1949-1950
Actual 
Revenue and 
Expenditures
to
Feb. 28, 1950
Revised
Budget
1949-1950
$235,000 $136,900 $255,000
9,800 4,094 8,000
500 250 500
$245,300 $141,244 $263,500
73,000 36,145 76,000
1,000 — 1,000
1,000 1,037 1,800
1,500 1,569 2,100
15,000 6,580 15,500
300 160 400
1,500 2,148 3,500
9,700 — 5,500
$ 28,000 $ 10,457 $ 27,000
$ 14,000 $ 13,876 $ 37,000
5,000 2,376 5,000
101,800 48,400 101,800
1,500 356 1,200
$225,300 $112,647 $250,800
$ 20,000 $ 28,597 $ 12,700
